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MEMPHIS  STATE  UNIVERSITY  ORAL  HISTORY  RESEARCH  DEPARTMENT.   TVA  PROJECT. 
JULY  30,  1971.   LITTLETON,  NEW  HAMPSHIRE.   INTERVIEW  OF  DR.  EDWARD  W. 
MOREHOUSE.   INTERVIEWER  DR.  CHARLES  W.  CRAWFORD. 


DR.  CRAWFORD:    I  suggest,  Mr.  Morehouse,  we  start  by  setting  up  some 
information  about  your  early  life  and  your  background  up  to 
the  point  at  which  you  first  came  in  contact  with  TVA.  For 
example,  where  and  when  were  you  born?  Who  were  your  parents? 
And  what  about  your  education  and  your  early  experience? 

MR.  MOREHOUSE:    I  was  born  in  Yonkers,  New  York,  September  16,  1896. 
My  father  was  a  Unitarian  minister  and  my  mother  was  from  a 
Unitarian  family.  At  the  time  that  I  was  born,  my  father  was 
Executive  Secretary  of  the  Middle-States  Conference  of 
Unitarian  Churches.  His  health  failed  a  few  years  after  I  was 
born  and  we  moved  to  West  Springfield,  Massachussetts  where, 
for  two  years  until  he  died,  we  lived  on  a  farm.  Then  my 
mother  took  my  sister  and  myself  to  Springfield,  Massachussetts 
and  became  employed  by  the  McDuffie  School  for  Girls  in 
Springfield,  Massachussetts,  and  she  remained  in  that  capacity 
from  about  1904  to  about  1918. 

In  Springfield,  Massachussetts,  I  went  to  the  public 
schools  and  the  Technical  High  School  and  then  elected  to  go 


MR.  MOREHOUSE;   to  Amherst  College  for  my  college  education.  Graduating 
(Cont'd.) 

from  Amherst,  in  1918,  my  first  job  was  as  an  assistant  to  the 

secretary  of  the  United  States  Shipping  Board.  He  was  treated 

as  a  recorder  and  historian  for  the  board.  This  was  in  World 

War  I.   I  was  drafted  in  August  and  then  went  to  serve  in  the 

army,  serving  at  Camp  Jackson,  South  Carolina. 

After  the  army,  I  went  to  graduate  school  at  the 
University  of  Wisconsin  where  I  took  my  PhD  degree  with  an 
intermediate  MA  degree.  The  PhD  degree  was  awarded  in  1927. 
During  that  period,  I  also  was  working  as  an  instructor,  a 
research  fellow,  and  as  managing  editor  of  the  Journal  of 
Land  and  Public  Utility  Economics.  This  was  moved  from  Madison, 
Wisconsin,  to  Northwestern  University  in  Evanston,  Illinois  and 
Chicago,  Illinois  about  1925,  and  I  was  also  on  the  faculty 
at  Northwestern  University,  first  as  Assistant  Professor  or 
Economics  and  then  as  Associate  Professor  of  Economics.  My 
special  interests  were  in  the  field  of  regulation  of  public 
utilities. 

Then,  1930,  if  my  memory  is  correct  on  the  date,  Phil 
LaFollette,  and  old  friend  of  ours,  and  our  family's,  in 
Madison,  was  elected  governor.  And  he  chose  Dave  Lilienthal 
as  one  of  the  commissioners  of  the  reorganized  Public  Serivce 
Commission  of  Wisconsin.  Dave  served,  I  think,  only  two  years 
(his  appointement  was  for  only  two  years);  others  were  appointed 


MR.  MOREHOUSE:   to  longer  terms,  they  were  carry-over  commissioners. 
(Cont'd.) 

Dave  Lilienthal  and  I  had  met  in  Chicago  through  a  Madison 

friend  of  mine,  a  lawyer,  and  law  teacher  it  turned  out  to 

be,  at  the  University  of  Chicago  Law  School.   And  Dave 

Lilienthal  and  I  were  associated  in  some  extra-curricular 

activities  in  Chicago  while  he  was  there,  first  working  with 

Donald  Richberg,  and  then  with  his  own  practice  of  law. 

After  Dave  accepted  the  appointment  by  Governor  Phil 
LaFollette  to  the  Wisconsin  Public  Service  Commission  he 
sought  to  have  me  change  my  connection  with  Northwestern  and 
the  Institute  for  Research  and  Land  and  Public  Utility 
Economics  to  take  the  job  of  Director  of  the  Rates  and  Re- 
search Department  of  the  Public  Service  Commission  in  Wisconsin. 
I  regarded  this  as  a  kind  of  a  challenge  because  it  was  the 
start  of  the  deep  depression  and  therefore,  the  handling  of 
the  regulation  of  rates  and  the  research  activities  in  the 
depression  was  a  challenge  that  I  felt  that  I  couldn't  resist. 

So  I  went  back  to  Madison  and  was  there  from  1931  to 
1940.  This  was  the  first  couple  of  years  when  Dave  Lilienthal 
was  a  commissioner  of  the  Public  Service  Commission.  We 
were  engaged  in  a  long,  drawn-out,  complicated  telephone  rate 
case.  And  Dave  would  consult  with  me  about  some  of  the  economic 
principles  that  should  be  used  by  the  Commission  in  trying  to 
formulate  a  revised  rate  schedule  for  the  telephone  system. 
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MR.  MOREHOUSE:    In  addition  to  that,  I  had  jurisdictions  in  my  department 
(Cont'd.) 

over  the  rates  of  gas  utilities,  electric  utilities,  water 

utilities,  and  in  Wisconsin  the  statute  from  way  back  about 
1906  provided  that  the  Commission  was  also  to  regulate  the 
rates  of  municipally-owned  utilities.   So  that  I  had  a  train- 
ing period,  you  might  say,  in  the  kinds  of  things  that  later 
on  the  TVA  developed  in  controlling  their  municipal  customers' 
retail  rates.  After  Dave  left  the  Commission  and  became  a 
Director  of  the  Tennessee  Valley  Authority  he  asked  me  to 
come  down  to  Knoxville,  Tennessee.  First  he  asked  me  to  review 
the  problem  of  organizing  a  Rates  and  Research  Department  and 
setting  initial  retail  rates  by  the  TVA  which  was  my  first 
chore.  Dave  came  back  to  Madison  and  we  assembled  some  of 
my  assistants  in  the  Rates  and  Research  Department  and  we  had 
a  session,  while  we  reviewed  the  material  that  Llewellyn  Evans 
had  ....   May  I  interrupt  at  any  time  and  ask  questions? 

DR.  CRAWFORD:    Yes  sir,  certainly. 

MR.  MOREHOUSE:   How  is  Llewellyn  Evans,  now?   Is  he  still  alive? 

DR.  CRAWFORD:    Yes,  sir,  Llewellyn  Evans  is  living  in  Chattanooga.   He 
has  a  home  up  on  Missionary  Ridge  and  he  seems  very  happy  in 
the  climate.  His  main  hobby  now,  I  think,  is  astronomy,  which 
he  practices  in  connection  with  the  University  of  Tennesee, 
at  Chattanooga. 


MR.  MOREHOUSE:    I  last  saw  him  several  years  ago  when  I  made  a  reunion 
call  on  Wes  Wessenaeur. 

DR.  CRAWFORD:    I  believe  his  daughter  is  living  with  him  .  .  .  with 
Llewellyn  Evans. 

MR.  MOREHOUSE:   Llewellyn  Evans  had  assembled  some  of  the  material  that 
would  form  the  background  of  establishing  some  rate  schedules 
for  TVA,  including  both  the  wholesale  rates  for  furnishing  power 
to  municipalities  and  cooperatives  and  retail  rates  to  users. 
Cooperatives  came  into  the  picture  somewhat  later,  but 
certainly  there  were  municipalities  because  Tupelo,  Mississippi, 
in  the  state  that  you  are  familiar  with,  was  the  first.   It 
already  had  a  municipally-owned  plant  and  was  one  of  the  first 
customers. 

In  addition  to  the  wholesale  and  retail  rates  for  the 
TVA,  I  was  asked  by  Dave  Lilienthal  to  make  suggestions  on  the 
economic  research  that  I  thought  should  be  handled  by  the  TVA 
in  building  a  staff  for  their  operations.   And  I  have  in  here 
somewhere  (referring  to  files)  some  of  the  memoranda  that  I 
send  to  Dave  Lilienthal  at  that  time.   I  won't  take  the  time 
to  review  them  now  but  that  was  one  of  the  subjects.  Then  one 
of  my  notebooks  of  the  work  that  was  done  in  September,  1933, 
in  Madison,  Wisconsin  was  on  design  of  power  rates  and  then 
later  I  was  asked,  in  the  early  part  of  1934,  I  think  it  was 


MR.  MOREHOUSE:   in  March,  to  come  down  to  TVA  and  consult  with  Dave 
(Cont'd.) 

and  others  on  the  then  being  assembled  staff,  about  other 

matters  having  to  do  with  TVA  staff  organization,  functions, 

accounts,  and  the  accounting  principles  that  should  be  used. 

It  so  happened  that  while  I  was  at  the  Commission  in  Wisconsin 

I  was  asked  to  be  chairman  of  the  so-called  NARUC,  (National 

Association  of  Railroad  and  Utility  Commissioners)  committee 

on  accounts  of  public  utility  companies.  And  I  served  as 

chairman  for  about  four  years  before  passing  that  chore  on  to 

somebody  else.  But,  during  that  period,  the  Federal  Power 

Commission  was  revising  its  system  on  accounts  and  I  participated 

in  that  activity  in  cooperation  with  the  staff  of  the  Federal 

Power  Commission. 

The  next  visit  to  the  TVA  was  in  March,  1934,  and  I 
was  asked  to  advise  Dave  Lilienthal  on  a  draft  of  a  memorandum 
of  his  to  Arthur  Morgan,  the  chairman,  on  a  proposed  policy 
for  acquisition  of  market  areas.  As  I  pointed  out  to  Dave 
before  the  TVA  could  do  much,  it  would  have  to  acquire  market 
areas.   It  was  during  that  period  that  some  of  the  tension  and 
friction  between  Dave  Lilienthal  and  Chairman  Morgan  developed. 
And  while  I  did  not  participate  in  the  White  House  conferences 
that  Dave  and  Arthur  Morgan  had,  I  talked  with  Arthur  Morgan 
and  also  with  Harcourt  Morgan  on  several  instances.   And  a 
little  bit  later  when  Arthur  Morgan  tried  to  persuade  the 
board  of  the  TVA  to  go  into  a  power-pooling  arrangement  with 


MR,  MOREHOUSE:   the  Commonwealth  and  Southern  companies,  I  was  in  on 
(Cont'd.) 

the  fringes  of  that  and  talked  in  terms  of  principles  and 

policies,  primarily  with  Dave  Lilienthal  and  with  Arthur  Morgan, 

The  board,  with  Dave  Lilienthal  handling  the  electric  rates, 

or  the  electric  power  end  of  it,  Harcourt  Morgan  handling  the 

agricultural  end  because  that  was  his  specialty,  and  Arthur 

Morgan  handling  the  construction  and  the  water  control  end  of 

it  because  of  his  experience  in  Ohio  when  he  was  the  chief 

architect  of  the  Miami  Conservatory  District,  the  flood  control 

project  and  operation. 

I  had  difficulty  trying  to  really  get  what  Arthur  Morgan 
was  after  .  .  .  was  at  the  root  of  his  differences  with  Dave 
Lilienthal.  But  apparently  he  had  a  fundamental  difference 
of  policy  opinion  with  Dave  as  to  the  scope  and  the  role  of 
the  Federal  Government  in  furnishing  the  electric  power  supply 
in  a  region  like  the  Tennessee  Valley  Authority.  Dave,  with 
whose  philosophy  I  was  in  agreement,  felt  that  it  should  be 
local  organizations,  municipal  or  cooperative,  and  the  TVA 
should  restrict  itself  except  in  a  few  instances,  to  letting 
the  retail  operations  of  the  sale  of  power,  the  distribution 
of  power,  be  governed  by  the  local  agencies. 

I  have  in  these  notebooks  that  I  asked  to  have  the 
University  of  Michigan  return  to  refresh  my  memory  of  some  of 
these  things.  They  cover  the  matters  that  I  advised  about  in 


MR.  MOREHOUSE:    1934.   Somewhat  later,  as  far  as  the  TVA  was  concerned, 
(Cont  »d.) 

while  I  was  still  with  the  Commission  in  Wisconsin,  the  board 

asked  Professor  Bonbright  of  Columbia,  and  Professor  Martin 
Glaeser  of  Wisconsin,  and  myself  to  constitute  a  Wilson  Dam 
evaluation  committee.   I  participated  in  that  operation  and 
my  name  is  signed  to  the  report.  There  were  differences  of 
opinion  between  the  members  of  the  committee,  in  the  evaluation, 
and  those  are  best  illustrated,  I  think,  by  reading  the  supple- 
mental report  that  was  filed  by  Jim  Bonbright,  even  though  he 
singed  the  other  report  too.  We  felt  that  although  the  TVA 
had  no  capital  structure  to  support,  it  nevertheless  had  an 
obligation  to  set  up  its  accounts  in  a  way  that  would  be  most 
meaningful  to  anybody  wanting  to  compare  the  public-ownership 
approach  with  the  private  utility  approach,  under  regulation. 
And  it  was  particularly  in  respect  to  workmen's  compensation 
and  interest  during  construction  that  those  differences  of 
opinion  took  place.  Therefore,  when  you  read  the  evaluation 
report  of  the  committee,  you  will  find  that  we  made  our 
findings,  our  judgement  findings,  on  several  different  bases. 
One,  as  a  basis  of  booking  the  cost  of  the  acquired  property 
for  which  TVA,  under  the  TVA  act,  was  to  be  charged  with 
responsibility  of  salvaging  whatever  could  be  salvaged  out  of 
that.  And  also  on  the  basis  of  cost  conparison.   So  that  two 
different  figures  would  be  applicable,  depending  on  what  the 
purpose  was  for  which  you  wanted  to  examine  the  TVA  operation 
and  cost.   I  think  just  before  that  evaluation  period,  on 


MR.  MOREHOUSE:   Wilson  Dam,  that  the  board  changed  its  policy  of  sub- 
(Cont'd.) 

dividing  between  the  three  directors  the  responsibility  for 

the  detailed  functioning.  They  decided  to  restrict  their 

operations,  (and  I  think  this  grew  out  of  the  dispute  between 

Arthur  Morgan  and  Dave  Lilienthal)  to  policy  only  and  to  get 

a  general  manager  to  be  responsible  for  executing  the  policies. 

That  was  at  the  time  that  John  Blanford  came  in  the  picture. 

The  evaluation  report  bears  a  date  of  ...  . 

DR.  CRAWFORD:    I  think  we  are  preceeding  properly  to  get  the  information 
outlined. 

MR.  MOREHOUSE:   March  10,  1937. 

DR.  CRAWFORD:    That  was  your  date  of  completion,  of  course? 

MR.  MOREHOUSE:   That's  right.  You  see,  under  the  act,  the  evaluation 
of  the  Wilson  Dam  properties,  acquired  properties,  with 
which  they  were  going  to  merge  the  constructed  properties  on 
their  books  of  account  had  to  be  approved  by  the  President. 
This  is  different  from  the  usual  type  of  situation  that  we 
had  in  Wisconsin  where,  as  I  told  you,  municipally-owned  and 
investor-owned  utilities  were  both  under  the  jurisdiction  of 
the  commission  whereas  TVA  had  no  regulatory  board  interven- 
ing between  the  Board  of  Directors  and  the  President.   That 
was  one  of  the  unique  things  about  the  TVA. 
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DR.  CRAWFORD:    They  were  fortunate,  I  suppose,  in  the  long  run.   Well, 
do  you  remember  when  you  started  this  report  that  was  dated 
March,  1937? 

MR.  MOREHOUSE:   Sometime  the  latter  part  of  1935.   I  think  I  am  going 
to  go  over  this  notebook.  We  worked  on  this  evaluation  with 
an  appraisal  staff  of  TVA  engineers,  Chandler,  a  civil 
engineer,  familiar  with  hydroelectric  plants,  was  the  chief 
of  the  appraisal  section,  having  the  responsibility  of  making 
an  inventory  and  appraisal  of  Wilson  Dam,  itself,  and  the 
power  house  there. 

DR.  CRAWFORD:    Did  they  collect  the  data  for  you? 

MR.  MOREHOUSE:   They  collected  data  for  us.   Some  of  this  work  was 

collected  in  a  preliminary  report  dated  January  2,  1935.   My 

recollection  is  that  somewhere  in  the  interval  between  March, 

1934,  and  January,  '35,  we  were  asked  by  the  board  to  form 

this  Wilson  Dam  evaluation  committee  and  get  going.  The 

steam  plant  at  Sheffield  and  the  steam  plant  and  nitrate  plant, 

Number  I,  were  supposed  to  be  evaluated  by  TVA  staffmen 

under  Ed  Muir,  who  has  since  died,  I  believe,  so  you  can't 

include  him  in  the  history.   But  that  was  the  general  period 

during  which  this  evaluation  was  going  on.  Here  for  example, 

is  a  memorandum  from  Ormond  C.  Corry  to  Ed  Muir  dated  July 

18,  1936,  with  a  caption,  "Substitute  Plant  Value  for  Measurement 
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MR.  MOREHOUSE:   of  Obsolescence  in  Nitrate  Steam  Plant  Number  II."  That 
(Cont'd.) 

is  the  one  at  Sheffield. 


DR.  CRAWFORD:    Before  we  go  further,  can  we  go  back  and  talk  about 
some  of  the  matters  you  mentioned  at  the  beginning,  Mr. 
Morehouse.   I'd  like  to  ask  some  question,  if  I  may,  about 
some  of  the  things  you  referred  to  earlier.   For  one  thing, 
what  was  the  nature  of  your  study  at  Amherst,  and  what  were 
your  career  plans  at  the  time? 

MR.  MOREHOUSE:   Well,  my  major  concentrations  were  in  philosophy  and 
history,  with  a  minor  in  economics.  And  I  didn't  become 
interested  in  economics  until  after  I  was  drafted  and  fought 
the  "battle"  of  Camp  Jackson,  South  Carolina,   (laughter). 
The  trouble  with  getting  out  of  the  army  was  that  in  the 
army  my  job  was  to  organize  for  the  brasshat  officers  in 
charge  of  the  motor-transport  corps  and  to  keep  track  of  all 
the  records  of  the  motor-vehicle  equipment  in  the  camp.   And 
on  this,  after  the  armistice,  I  asked  the  colonel,  or  major, 
or  whoever  was  in  charge  of  the  motor-transport  corp  operation 
then  whether  I  could  be  discharged  to  go  back  to  school 
because  I  wanted  to  go  on  to  graduate  school.  After  several 
discussions,  we  finally  worked  out  a  deal.   He  would  arrange 
to  have  me  get  my  discharge  papers  if  I  would  agree  to  remain 
as  a  civilian  clerk  in  the  War  Department  until  the  following 
September,  which  would  be  1919. 
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DR.  CRAWFORD:    At  which  time  you  would  enter  graduate  school? 

MR.  MOREHOUSE:   At  which  time  I  would  go  to  graduate  school.   So  that 
was  what  was  finally  worked  out.   Now,  if  you  want  some  more 
dates  on  some  of  this  work,  I  am  looking  now  at  some  of  my 
notes  and  memos  and  worksheets  in  review  of  initial  TVA  rates, 
September,  1933.  And  here  is  a  sheet,  "The  Power  Cost  at 
Wilson  Dam,"  dated  August  4,  1933.   And  these  were  the  sheets 
that  were  examined  by  me  and  Glaeser  and  some  of  my  staff 
people  at  the  Commission,  in  connection  with  establishing  the 
retail  rates  because  we  wanted  to  make  sure  that  the  initial 
steps  in  this  operation  at  TVA  would  be  soundly  based  in  terms 
of  factual  considerations.   I  think  that  some  of  these  sheets 
on  the  useful  values  of  the  TVA  were  prepared  by  Llewellyn 
Evans.   And  there  is  also  a  memorandum  by  Dr.  Walter  N.  Polakov 
dated  August  12,  1933,  a  preliminary  estimate  of  operating 
costs.  This  is  a  memorandum  to  Dave  Lilienthal.  And  there 
is  also  a  memorandum  here — this  is,  I  think,  a  memorandum  of 
a  conference,  dated  September  9,  1933.  My  recollection  is 
that,  from  a  telegram  I  sent  Dave  Lilienthal,  September  5, 
1933,  we  arranged  to  get  these  special  advisors  together  on 
September  8  and  9,  1933  in  Madison,  Wisconsin.  Here  is  a 
memorandum  of  the  original  computation  made  by  Llewellyn 
Evans  at  Washington  and  checked  by  Edward  Falck,  September  11, 
1933.  Dave  Lilienthal  wanted  to  get  our  views  because  he  had 
been  familiar  with  my  thinking  when  in  charge  of  the  Rates  and 
Research  Division  in  Wisconsin.   And  also  he  wanted  to  consult 
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MR.  MOREHOUSE:   with  Jim  Bonbright  from  Columbia  who  was  also,  from 
(Cont'd.) 

the  academic  point  of  view,  a  rate  specialist.   So  after  we 

finished  our  work  in  Madison,  he  took  the  notes  that  we  had 

prepared  and  went  on  to  see  Jim  Bonbright,  in  New  York,  and 

at  that  time  Jim  introduced  him  to  Edward  Falck.  Have  you 

interviewed  him  too? 

DR.  CRAWFORD:    Yes,  sir,  he  is  working  with  the  gas  industry,  I 
believe,  at  the  present. 

MR.  MOREHOUSE:   Yes.   So  I  find  here  these  data  were  part  of  the 

material  that  I  was  to  examine  preliminary  to  this  conference 
in  Madison.  This  statement  regarding  the  basis  of  TVA 
wholesale  and  retail  rates  was  August  22,  1933.  The  TVA  board 
adopted  a  plan  of  action  initiated  by  director  Lilienthal 
for  carrying  out  our  program,  so  that  is  included  in  this  file 
and  I  assume  the  TVA  files. 

DR.  CRAWFORD:    May  I  ask  some  other  questions  now  about  this  early 
period?  What  was  the  nature  of  your  work  with  the  Shipping 
Board?  Did  you  have  any  particular  purpose  in  accepting  that 
position? 

MR. MOREHOUSE:    Well,  I  was  asked  to  accept  the  position  by  my  political 
science  teacher  at  Amherst  who  was  drafted  you  might  say  to 
be  the  recorder  and  historian  of  the  United  States  Shipping 


14 


MR.  MOREHOUSE:   Board.   He  wanted  me  to  go  around  and  talk  with 
(Cont'd.) 

various  people  in  the  shipping  board  and  also  the  Emergency 

Fleet  Corporation  which  existed  at  that  time  and  to  prepare 

notes  which  could  be  put  on  cards  and  which  he  could  use  in 

writing  the  first  annual  report  of  the  United  States  Shipping 

Board.  The  person  I  refer  to  is  Professor  Raymond  G.  Gettell 

who  was  at  that  time  Professor  of  Political  Science  at  Amherst 

College.   I  did  not  participate  to  the  end  because  I  was 

drafted  and  just  wasn't  around  at  the  finish  of  the  writing 

of  this  first  report. 

DR.  CRAWFORD:    How  long  did  you  serve  with  the  United  States  Shipping 
Board,  approximately? 

MR.  MOREHOUSE:    I  don't  know  if  I  put  a  date  down  on  that  or  not.   My 
recollection  is  that  it  was  right  after  commencement  in  June 
1918  to  about  August  4,  1918.   I  finally  got  my  discharge  from 
the  army  in  May  of  1919;   I  worked  in  the  army  on  the  motor- 
transport  corps  project. 

DR.  CRAWFORD:    Was  the  experience  with  the  United  States  Shipping 
Board  useful  to  you  in  any  way  later? 

MR.  MOREHOUSE:   I  don't  feel  that  that  particular  experience  was  very 
useful  to  me  in  a  scientific  way.  It  did,  however,  give  me 
a  chance  to  find  out  how  to  organize  an  office  and  get  it  set 
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MR.  MOREHOUSE:   up  and  to  assemble  a  lot  of  data. 
(Cont'd.) 


DR.  CRAWFORD:    What  about  your  work  in  the  army?  Was  that  of  any 
educational  value  to  you  later?  And  in  what  way? 

MR.  MOREHOUSE:   Well,  it  gave  me  an  insight  into  what  I  call  'the 
routine  military  procedures.1  And  I  determined  that  this 
was  a  very  wasteful  procedure  putting  a  premium  on  having  a 
lot  of  clerks.  You  would  write  a  memoranda,  you  address  it 
to  your  immediate  commanding  officer,  he'd  address  it  to  the 
next  guy  in  the  chain  of  command  and  then  it  would  drift  up 
and  then  down  to  some  other  guy  in  the  other  division  and 
you  might  just  as  well  have  cut  all  that  red  tape  out  and 
gone  directly  to  the  guy  that  you  wanted  to  talk  to. 

DR.  CRAWFORD:    Part  of  learning  consists  of  learning  what  not  to  do, 
doesn't  it?  Learning  how  not  to  do  things.  After  you 
returned  to  graduate  school,  did  you  have  your  plans  for  your 
career  completed  then? 

MR.  MOREHOUSE:   No,  only  in  the  sense  that  I  wanted  to  study  labor 

economics,  under  John  R.  Commons.  He  was  Professor  of  Economics 
there  at  Wisconsin  at  that  time  and  he  was  internationally- 
known  as  a  labor  economist. 

DR.  CRAWFORD:    And  his  history  of  labor,  I  suppose  is  still  the 
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DR.  CRAWFORD:    standard  work  in  the  United  States,  or  certainly  one 
(Cont'd.) 

of  them. 


MR.  MOREHOUSE:   Well,  it  is  one  of  them,  certainly.   But,  of  course, 

it  is  now  out-of-date.   Some  of  his  students  have  picked  up 

the  ball  and  written  subsequent  histories  of  the  subsequent 
events. 

DR.  CRAWFORD:    Why  were  you  interested  in  working  with  labor? 

MR.  MOREHOUSE:   Well,  I  considered  that  I  might  possibly  make  that  my 
field  of  professional  specialization,  labor  economics. 

DR.  CRAWFORD:    Did  you  know  about  Professor  Commons  before  going  to 
Madison? 

MR.  MOREHOUSE:   I  was  introduced  to  Professor  Commons  by  my  friend 
Malcolm  Sharp  whose  father  was  Professor  of  Philosophy  at 
Wisconsin.  Malcolm  Sharp,  who  was  in  my  class  at  Amherst, 
was  the  one  who  prevailed  upon  me  to  come  to  Wisconsin  for 
graduate  study.   And  he  introduced  me  to  John  R.  Commons. 
Later,  John  R.,  after  the  first  year  of  graduate  study,  when 
I  consulted  him,  said,  "Now  I  think  you  had  better  go  out  and 
get  a  job.  Get  some  practical  experience."  And  so  he 
bounced  me  out  of  the  graduate  school  or  strongly  urged  that 
I  get  out.   I  went  to  Rochester,  New  York,  where  I  became 
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MR.  MOREHOUSE:   assistant  labor  manager  of  a  men's  clothing  plant  at 
(Cont'd.) 

that  place. 


DR.  CRAWFORD:  What  year  was  that? 

MR.  MOREHOUSE:  That  was  1919-1920. 

DR.  CRAWFORD:  Let's  see,  how  much  graduate  work  had  you  completed? 

MR.  MOREHOUSE:  One  year. 

DR.  CRAWFORD:  And  after  that  you  returned  to  Madison? 

MR.  MOREHOUSE:   After  that  I  returned  to  Madison  at  the  invitation  of 
John  R.  Commons  to  be  his  administrative  assistant.  And  I 
served  in  that  capacity  for  two  years.  Meanwhile,  I  was 
assembling  the  thesis  material  for  my  PhD  degree  from  my 
knowledge  of  the  labor  arbitration  work  that  was  done  by 
Billy  Leiserson,  principally,  in  Rochester.   Billy  Leiserson 
was  an  old  student  of  John  R.  Commons  and  a  friend  of  mine 
and  I  thought  this  offered  a  challenging  opportunity.  Then 
I  married  my  first  wife  who  has  since  died.   She  was  the 
daughter  of  Professor  Ely  at  Wisconsin. 


DR.  CRAWFORD:    Richard  Ely? 
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MR.  MOREHOUSE:   Richard  T.  Ely.   And  he  wanted  me  to  take  a  job  with 
his  Institute  for  Research  in  Land  and  Public  Utility 
Economics.   And  my  first  job  for  that  was  to  write  a  book 
on  the  Elements  of  Land  Economics.  This  book  was  published 
by  McMillan,  I  think,  in  1924. 

DR.  CRAWFORD:    Had  you  completed  your  graduate  work  at  Wisconsin  by 
this  time? 

MR.  MOREHOUSE:   Well,  I  had  completed  everything  except  writing  the 

thesis.  And  I  found  when  I  went  to  Chicago,  to  Northwestern, 
that  I  couldn't  finish  the  thesis  and  do  the  other  work  that 
I  was  responsible  for  at  the  same  time  so  then  I  took  a  leave 
of  absence  from  the  Institute  and  went  back  as  a  research 
fellow  for  John  R.  Commons,  in  1926-27. 

DR.  CRAWFORD:    And  completed  your  work  at  that  time? 

MR.  MOREHOUSE:   Wrote  my  thesis  and  got  my  degree. 

DR.  CRAWFORD:    Several  unusual  things  seem  to  have  happened  to  oou 
during  your  education,  Mr.  Morehouse.   One  of  them  that  you 
were  selected  by  your  professor  from  Amherst  to  accompany 
him  into  service.   And  another  that  you  were  selected  by 
Professor  Commons,  apparently  by  no  accident  either,  to  get 
a  year  of  experience  and  then  return  as  his  administrative 
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DR.  CRAWFORD:    assistant.   Why  did  that  happen?  Did  you  have  an 
(Cont'd.) 

exceptionally  good  academic  record?  What  were  your  activities 

as  a  student? 


MR.  MOREHOUSE:   At  Amherst? 

DR.  CRAWFORD:    Yes,  and  at  Wisconsin. 

MR.  MOREHOUSE:   Well,  at  Wisconsin,  in  the  graduate  school,  I  con- 
centrated on  teaching  an  elementary  course  in  economics  and 
teaching  a  required,  advanced  course  that  was  necessary  in 
order  to  qualify  for  a  PhD  degree.   I  did  on  the  side,  to 
earn  a  little  money,  some  reporting  on  developments  in  the 
national  labor  movement  for  the  Springfield,  Massachussetts, 
Weekly  Republican.  And  that,  I  suppose,  helped  and  of  course, 
the  articles  I  wrote  for  John  R.  Commons  too,  in  training  me 
in  that  field.  But  nevertheless,  after  the  book  on  Elements 
of  Land  Economics  was  out,  Martin  Glaeser  was  trying  to  finish 
off  his  book  on  the  Outlines  of  Public  Utility  Economics. 
And  Martin  was  of  German  parentage  and  had  the  German  scholar's 
perfectionist  ideas  and  finishing  the  book  was  kind  of  slow 
going.   So  my  father-in-law  asked  me  to  help  Martin  Glaeser 
out  in  finishing  up  his  book  and,  of  course,  with  doing  that, 
I  switched  over  from  the  field  of  land  economics  to  public 
utility  economics.   Also  the  Journal  of  Land  and  Public 
Utility  Economics  was  founded  in  1925,  at  the  University  of 
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MR. MOREHOUSE:    Wisconsin.   I  was  asked  by  Dr.  Ely  to  be  the  managing 
(Cont'd.) 

editor.  And  I  had  that  post  for  about  eight  years,  something 

on  that  order.  Then  I  passed  the  chore  on. 


DR.  CRAWFORD:    You  obviously  had  the  ability  to  write  and,  at  a  fairly 
eary  age,  as  a  student.  Had  writing  always  been  easy  for 
you? 

MR.  MOREHOUSE:   Oh,  it  had  been  relatively  easy,  but  I  find  now  that  I 
am  in  my  seventy's  that  it  is  harder  to  do.   I  did,  however, 
manage  to  get  through  last  year  a  description  of  the 
Associated  Gas  and  Electric  Reorganization  which  finally  was 
published  last  November.  This  is  later  on  in  my  story.  This 
was  after  I  left  the  Commission,  in  1940.   I  was  asked  to  be 
the  economist  for  the  Trustees  of  Associated  Gas  and  Electric 
Corporation.  And  it  was  in  that  connection  that  I  felt, 
after  I  had  been  through  the  mill,  that  no  one  had  written 
up,  in  any  systematic,  objective  way,  the  story  of  that  re- 
organization.  And  therefore,  I  wrote  it  up  and  had  it  ac- 
cepted by  the  "Land  Economics"  editors.   I  was  aided  greatly 
in  this  task  by  my  associated  in  writing  that,  Allen  E.  Throop. 

DR.  CRAWFORD:    You  certainly  did  get  in  a  good  deal  of  writing  and 
editorial  experience. 

MR.  MOREHOUSE:   Yes.  Being  managing  editor  of  the  Journal  of  Land  and 
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MR.  MOREHOUSE:   Public  Utility  Economics,  writing  experience  on  news- 

(  Cont'd.)  

papers  and  the  college  paper,  too.   I  was  one  of  the  editors 

of  that.   And  the  Literary  Monthly.   I  didn't  do  very  much  with 
the  Literary  Monthly  but  for  the  newspaper,  the  college  news- 
paper, published  weekly  at  that  time,  I  was  on  the  editorial 
board. 

DR.  CRAWFORD:    Some  other  people  who  were  associated  with  TVA  who  also 
had  a  very  active  life  have  also  managed  to  keep  up  their 
writing.   I  know  that  Dave  Lilienthal  lost  no  opportunity, 
through  this  period  that  you  knew  him,  in  the  '20' s,  '30' s, 
and  beyond,  to  continue  to  publish. 

MR.  MOREHOUSE:   Well,  Dave  always  at  the  end  of  the  day  took  the  time, 
or  the  first  thing  the  next  morning,  took  the  time  to  write. 
Dave  had  a  facility  in  using  shorthand,  you  see,  and  he  would 
make  these  shorthand  notes  on  things  that  had  highlighted 
the  previous  day  and  jot  them  down.   And  it  was  those  notes 
that  were  the  basic  material  for  these  journals  that  he  has 
published.  Of  course,  in  that  respect,  Dave  had  a  great  help 
from  Helan  Lilienthal,  his  wife,  because  she  was  an  English 
teacher,  too. 

DR.  CRAWFORD:    Yes,  the  writing  is  certainly  good  in  the  things  that 
he  has  managed  to  produce.  This  was  unusual  experience  then, 
too.   You  were  at  the  University  of  Wisconsin  at  a  time  that 
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DR.  CRAWFORD:    a  very  able  collection  of  scholars  were  there  and  had 
(Cont'd.) 

the  opportunity  of  studying  under  and  learning  from  such 

peopel  as  Martin  Glaeser,  John  Commons,  Richard  Ely,  although 

I  don't  know  whether  you  had  any  of  his  classes  or  not. 


MR.  MOREHOUSE:   Well,  after  I  became  engaged  to  his  daughter  and 
married  his  daughter,  I  attended  his  roundtable  seminar. 

DR.  CRAWFORD:    You  have  had  a  very  remarkable  education,  I  think,  in 
this  field.  Did  either — did  any  of  these  men  supply  any 
particular  inspiration  of  any  particular  ideas  that  were  of 
value  to  you  later? 

MR.  MOREHOUSE:   Well,  John  R.  Commons,  of  course,  was  the  chief  one 

in  the  graduate  experience  and  that  experience  stood  me  in  good 
stead  when  it  came  to  writing  articles  for  him.  And  one 
article  that  I  wrote  after  the  experience  in  Rochester  was 
accepted  by  the  Yale  Law  Journal.   And  John  R.  helped  me  in 
reviewing  that  manuscript.  Previous  to  the  University  of 
Wisconsin,  I  think  the  person  who  most  helped  me  in  the  study 
of  economics  were  two  professors  at  Amherst.   One  was  Walton 
Hamilton  who  subsequently  became  prominent  in  World  War  I 
agencies  and  the  other  was  Walter  W.  Stewart  who  later 
specialized,  you  might  say  specialized,  in  monetary  research 
and  he  was  on  the  Council  of  Economic  Advisors  at  one  time. 
Also,  when  I  finally  moved  to  Princeton,  he  was  still  there 
until  he  died  and  I  used  to  see  him  occasionally. 


THIS  IS  INTERVIEW  NUMBER  TWO  WITH  MR.  EDWARD  W.  MOREHOUSE.   LITTLETON, 
NEW  HAMPSHIRE.  JULY  30,  1971. 


DR.  CRAWFORD:    Mr.  Morehouse,  having  covered  in  the  previous  inter- 
view information  about  your  biography  up  to  the  point  of  your 
graduation  from  the  University  of  Wisconsin,  I  suggest  now 
that  we  get  into  the  things  that  led  you  into  your  first  con- 
tract with  TV A.   I  know,  of  course,  by  this  time  you  were 
acquainted  with  Dave  Lilienthal  and  you  were  well-known  to 
some  of  the  leading  people  in  the  field,  such  as  Martin  Glaeser, 
and  you  had  experience  editing  the  journal.  What  was  your 
experience  in  connection  with  Northwestern  University?  When 
did  you  go  there,  what  did  you  do,  and  how  long  did  you  stay? 

MR.  MOREHOUSE:   I  was  on  the  faculty  of  Northwestern  University  first 
as  Assistant  Professor  of  economics  and  secondly  as  Associate 
Professor  of  economics  in  the  period  from  1925  through  the 
academic  year  1926.  And  then  I  was  back  in  Wisconsin  as  a 
research  fellow  in  1926-27  finishing  up  my  thesis.  After  that 
I  went  back  to  Northwestern  University  as  Associate  Professor 
of  economics  teaching  the  courses  on  public  utility  economics 
and  regulations  and  also  participating  as  managing  editor  of 
this  journal  that  I  have  mentioned.   In  addition  to  that,  I 
was  acquainted  with  Dave  Lilienthal,  who  was  then  working 


MR.  MOREHOUSE:   habitually  with  Donald  Richberg  in  Chicago.  Donald 

(Cont'd.) 

Richberg  was  a  counsel  for  some  of  the  International  Brother- 
hoods of  Railroad  Workers.  And  Dave  asked  me  to  participate 
by  writing  an  economic  brief  on  some  case  involving  Railroad 
Brotherhoods  before  the  Interstate  Commerce  Commission.  And 
I  wrote  an  economic  brief  on  that.   I  don't  know  where  it  is 
now.  But  that  was  one  of  my  earliest  contacts  with  Dave 
Lilienthal  and  then  after  he  went  with  the  Public  Utility  and 
Carrier  Service  in  Chicago  he  asked  me  whether  I  would  under- 
take to  write  up  the  portions  of  that  service  that  dealt  with 
Wisconsin  and  Massachussetts  regulations,  which  I  did.  This 
was  on  a  consulting  basis  to  him  as  editor  of  this  service. 
That  meant  reviewing  the  Massachussetts  Commission  cases  and 
the  Wisconsin  Commission  cases  and  then  summarizing  under 
various  headings  the  opinions  of  the  commissions  involved. 

Massachussetts  was  chosen  because  Glaeser  and  I  had 
undertaken  a  joint  research  project.  He  was  going  to  write 
up  the  Los  Angeles  Bureau  of  Power  and  Light.  He  was  then 
interested  in  municipal  and  regional  multipurpose  projects. 
I  was  interested  in  exploring  the  oldest  commission  in  the 
country  having  to  do  with  public  utility,  namely  the 
Massachussetts  Public  Service  Commission.  And  it  was  in  that 
connection  that  I  became  acquainted  with  Joe  Eastman,  who  had 
come  from  the  Massachussetts  Commission  to  the  Interstate 
Commerce  Commission. 


MR.  MOREHOUSE:   So,  it  was  natural  for  Dave  to  look  to  me  to  do  the 
(Cont'd.) 

section  of  the  Public  Utility  and  Carriers  Service  dealing 

with  the  Wisconsin  regulatory  principles  and  decisions  and 

the  Massachussetts  Commission  decisions. 


DR.  CRAWFORD:    In  the  course  of  this  research  you  learned  a  great 
deal,  didn't  you? 

MR.  MOREHOUSE:   Oh,  yes. 

DR.  CRAWFORD:    In  your  own  selective  field? 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    After  this  research  fellowship  in  1926-27,  you  re- 
mained at  Northwestern  and  the  people  you  had  known  originally 
in  this  field,  such  as  Martin  Glaeser  were  at  Madison.  Did 
Martin  Glaeser  arrange  your  research  fellowship  in  1926-27? 

MR.  MOREHOUSE:   No.  That  was  John  R.  Commons. 

DR.  CRAWFORD:    Can  you  give  some  more  information,  Mr.  Morehouse, 

about  your  early  contacts  with  Dave  Lilienthal?  When  did  you 
meet  him?  Do  you  remember  your  first  impressions  about  him? 


MR.  MOREHOUSE:   I  think  that  I  probably  met  him  at  the  time  when  Malcolm 
Sharp  was  on  the  faculty  of  the  University  of  Wisconsin  Law 


MR.  MOREHOUSE:   School  and  it  took  place  at  one  of  those  annual 
(Cont'd.) 

meetings  of  the  law  school  group  in  Chicago.  Malcolm  came 

down  for  that  meeting  and  because  I  had  known  him  all  through 

undergraduate  college  he  at  that  time  introduced  me  to  Dave 

Lilienthal,  I  think.  And  I  am  not  certain  but  I  rather  think 

that  we  went  out  to  Dave's  home  in  the  southern  end — just 

south  of  Chicago.  And  that  made  us  acquainted  with  Helen 

Lilienthal  and  their  two  kids.  Our  two  kids  were  about 

similiar  in  age  so  we  used  to  exchange  family  visits  down  in 

Chicago.   I  don't  know  whether  Dave  still  retains  those 

moving  pictures  but  he,  at  one  time,  had  a  moving  picture 

machine  that  he  used  to  take  pictures  of  his  youngsters  and 

my  youngsters  playing  around  together. 

And  that  led  to  contacts  in  downtown  Chicago  because 
my  work  was  primarily  on  the  Chicago  campus  of  Northwestern 
University  in  connection  with  the  business  school  there — the 
School  of  Commerce  they  called  it.   And  Dave  was  just  down  the 
street  on  Michigan  Avenue  or  in  front  of  the  Chicago  River  and 
I  used  to  go  down  sometimes  and  have  lunch  with  him  and  talk 
over  items  of  mutual  interest. 

DR.  CRAWFORD:    Were  you  impressed  with  his  ability  at  this  time? 

MR.  MOREHOUSE:   Oh,  yes.  Besides  I  know  that  anybody  who  knew  Malcolm 
Sharp,  who  has  a  very  keen  mind,  would  recommend  that  I  get 
to  know  better  would  be  very  rewarding  to  me  in  terms  of 


MR.  MOREHOUSE:   intellectual  stimulus. 
(Cont'd.) 


DR.  CRAWFORD:    I  believe  Dave  Lilienthal  at  this  time  was  associated 
with  Donald  Richberg,  wasn't  he? 

MR.  MOREHOUSE:   Yes  he  was. 

DR.  CRAWFORD:    In  the  practice  of  law  and  was  also  doing  some  writing, 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    You  mentioned  some  extra-curricular  activities.   In 
what  of  these  activities  were  you  engaged  at  the  time? 

MR.  MOREHOUSE:   Well  one  of  those  was  an  evening  class  in  public 

utility  law  that  I  persuaded  Dave  when  he  was  editor  of  the 
Public  Utility  and  Carrier  Service  to  come  and  talk  to.  And 
I  think  that  I  also  first  met  Joe  Swidler  at  that  time  when 
he  was  in  one  of  those  classes.   I  don't  remember  the  exact 
date  but  it  was  sometime  in  the  period  from  1927  to  1930. 

DR.  CRAWFORD:    What  else  did  you  do  at  this  time  in  activities  out- 
side of  your  professorial  responsibility? 


MR,  MOREHOUSE:   Well,  in  addition  to  the  Journal  of  Land  and  Public 
Economics,  that  was  a  pretty  full  time  occupation  itself,  I 
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MR.  MOREHOUSE:   was  preparing  for  classes. 
(Cont'd.) 


DR.  CRAWFORD:    I  would  think  so.  Did  you  live  in  Chicago  at  this 
time? 

MR.  MOREHOUSE:   I  lived  first  in  Evanston;  then  in  Winnetka,  Illinois, 

DR.  CRAWFORD:    Were  you  still  at  Chicago — still  at  Northwestern — 
when  TV A  was  established? 

MR.  MOREHOUSE:   No.  When  TVA  was  established  in  the  1933  Act,  I 

was  in  Madison,  Wisconsin,  with  the  Public  Service  Commission 
of  Wisconsin. 

DR.  CRAWFORD:    When  did  you  go  there? 

MR.  MOREHOUSE:   Well,  my  recollection  is  it  was  about  May  or  June  of 
1931. 

DR.  CRAWFORD:    The  depression  was  already  under  way,  I  believe,  then, 
Who  was  responsible  for  you  going  to  Madison  with  the  Public 
Service  Commission?  Was  it  Dave  Lilienthal? 

MR.  MOREHOUSE:   He  was  the  one  that— he  and  Phil  LaFollete  were  the 
ones  that  persuaded  me  to  come  back  to  Madison. 

DR.  CRAWFORD:    When  had  you  first  met  Phil  LaFollete? 


MR.  MOREHOUSE:   Oh,  about  1919. 

DR.  CRAWFORD:    Under  what  circumstances,  Mr.  Morehouse? 

MR.  MOREHOUSE:   He  was  a  law  school  student  at  that  time  and  he  and 
I  and  my  then  prospective  wife  and  Alice  Van  Hise  used  to  go 
on  picnics  together  in  the  Madison  area.   If  you  have  been 
there,  you  know  that  it  is  famous  for  its  picnics. 

DR.  CRAWFORD:    Yes  indeed.   It  still  is  of  course. 

MR.  MOREHOUSE:   So  that  is  when  I  got  to  know  Phil.  And  I  had  known 

his  wife — Isabel  Bacon  LaFollete — "Isen,"  they  called  her  when 
she  was  a  student,  an  undergraduate  student,  at  the  University 
of  Wisconsin  while  Phil  was  a  law  school  student. 

DR.  CRAWFORD:    Were  you  associated  in  any  way  with  the  University 
of  Wisconsin  at  this  time? 

MR.  MOREHOUSE:   Yes,  as  a  graduate  student.   In  1931  I  offered  to  teach 
one  course  at  the  University  of  Wisconsin  but  Glen  Frank,  the 
President,  didn't  like  the  idea  of  having  somebody  from  the 
capitol  coming  down  to  the  University  part  time. 

DR.  CRAWFORD:    Even  though  I  was  one  of  the  old  graduates? 

MR.  MOREHOUSE:   Yes.   I  was  trying  to  find  a  more  exact  date  of  some 
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MR.  MOREHOUSE:   of  these  activities  from  these  files  but  I  don't 
(Cont'd.) 

seem  to  find  it.   It  was  in  1931,  if  memory  serves. 


DR.  CRAWFORD:    How  long  did  you  remain  with  the  Wisconsin  Public 
Service  Commission? 

MR.  MOREHOUSE:   Until  1940. 

DR.  CRAWFORD:    And  your  work  for  TVA  during  all  of  this  time  was  on 
a  consultant  basis  wasn't  it? 

MR.  MOREHOUSE:   On  a  commission — leave  basis,  yes.  On  a  consultant 
basis. 

DR.  CRAWFORD:    Did  you  take  long  for  these  trips?  Did  you  take  re- 
leased time  from  the  Commission  in  Wisconsin? 

MR.  MOREHOUSE:   Well,  I  always  made  a  point  of  getting  specific  leaves 
of  absence  and  I  tried  to  arrange  each  consultation  in  the 
approximate  length  of  time  of  leave.  The  longest  period  of 
time  away  completely  from  Madison  was  this  time  in  March,  1934, 
when  Dave  Lilienthal  had  asked  me  to  come  down  there  and  go 
over  a  number  of  matters  of  policy  that  he  was  wrestling  with 
at  the  time  within  the  board. 

DR.  CRAWFORD:    Was  this  a  rather  unique  policy  for  a  government  agency 
at  the  time  to  rely  so  heavily  on  espertise  from  outside  in 


DR.  CRAWFORD:    the  use  of  consultants?   It  seems  to  me  that  TVA  did 
(Cont'd.) 

a  good  deal  of  that. 


MR.  MOREHOUSE:   Well,  a  lot  of  the  Federal  agencies  did.  At  one  time 
when  I  was  with  the  Wisconsin  Commission  I  was  advisor  to  the 
Federal  Power  Commission  on  establishing  their  typical 
electrical  bill  survey.  And  I  spent  a  little  time  in  Washing- 
ton talking  with  the  then  staff  people — Power  Commissioners — 
that  had  that  matter  in  charge.  Particularly  a  person  who  is 
mentioned  by  Dave  Lilienthal  in  his  journal,  Basil  Maenley. 
He  was  Vice  Chairman  of  the  Federal  Power  Commission.  And  I 
think  in  the  organization  that  they  then  had  he  was  supposed 
to  be  in  charge  of  this  electric  bill  statistical  computation. 

DR.  CRAWFORD:    Was  Phil  LaFollette  governor  of  Wisconsin  when  you  went 
with  the  Public  Service  Commission? 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    How  long  did  he  serve,  do  you  remember,  at  that  time? 

MR.  MOREHOUSE:   Well,  he  served  one  time  when  the  term  of  the  governor 
was  two  years.  Then  he  was  defeated  for  re-election  and  then 
came  back  and  had  his  second  term,  I'm  not  quite  sure  about 
the  dates,  I  think  the  first  term  was  1930-1932  and  then  he 
was  out  for  two  years  and  then  came  back  again  in  '34,  I 
think  ...  and  then  he  had  a  third  term. 
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DR.  CRAWFORD:    Somewhat  later  than  that.  Was  Dave  Lilienthal's 

position  on  the  Public  Service  Commission  threatened  after 
Phil's  defeat? 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    And  I  believe  at  the  time  of  his  appointment  to  TVA 
he  was  considering  something  else  wasn't  he,  was  it  Inter- 
state Commerce  Commission? 

MR.  MOREHOUSE:   He  was  considering  doing  some  work  with  Joseph  East- 
man of  the  Interstate  Commerce  Commission  and  that  episode 
in  Dave's  life  is  pretty  well  recounted  in  this  Volume  I  of 
his  journal. 

DR.  CRAWFORD:    He  went  I  believe  in  the  spring  of  1933  to  TVA.  When 
were  you  first  called  as  a  consultant? 

MR.  MOREHOUSE:   It  was  in  September  of  that  year.   It  is  on  the  date 
of  the  telegram  when  Dave  asked  me  to  have  a  meeting  up  there 
in  Madison  and  review  the  retail  rates  being  suggested  and 
proposed  or  considered  for  the  initial  retail  rates  and  whole- 
sale rates  of  the  TVA. 

DR.  CRAWFORD:    Did  this  involve  your  going  to  Knoxville? 

MR.  MOREHOUSE:   No.  That  consultation  took  place  entirely  in  Madison. 
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DR.  CRAWFORD:    When  did  you  first  go  to  Knoxville? 

MR.  MOREHOUSE:   I  believe  I  first  went  to  Knoxville  in  March  of  1934. 

DR.  CRAWFORD:    Did  you  follow  the  development  of  TVA  from  the  beginn- 
ing when  Franklin  Roosevelt  first  organized  it? 

MR.  MOREHOUSE:   Yes  and  no.   I  didn't  follow  it  in  detail  but  I  tried 
to  keep  in  touch  with  the  major  policies  that  were  being 
developed  for  the  TVA.  And  at  the  time  of  the  final  con- 
firmation of  the  Tennessee  Electric  Power  contract  and  the 
Tennessee  Public  Service  contract  and  the  Alabama  Power  con- 
tract for  acquiring  a  market  area  I  did  consult  with  Martin 
Glaeser,  Joe  Swidler,  Walt  Seymour,  Ed  Falck,  and  all  those 
working  on  the  allocation  of  the  acquired  properties  to  the 
various  municipalities.  Oh,  Cap  Krug  was  there  at  that  time. 

DR.  CRAWFORD:    Did  you  have  all  the  information  you  needed  for  Dave 
Lilienthal's  first  study  at  Wisconsin  in  Madison? 

MR.  MOREHOUSE:  Yes.  I  find  that  some  of  those  things  are  in  this 
folder  of  TVA  in  1933;notes,  memos,  and  worksheets  used  in 
review  of  the  initial  TVA  retail  rates  September  1933. 

DR.  CRAWFORD:    I  believe  the  University  of  Wisconsin  was  well 

supplie4  with  materials  and  I  suppose  your  office  was  too. 
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MR.  MOREHOUSE:   Well,  I  asked  Dave  to  put  me  on  the  mailing  list  for 
at  least  the  annual  reports  of  the  TVA  and  the  municipalities 
and  cooperatives  that  they  supplied  wholesale.  And  I  kept 
those  until  I  was  put  on  the  retirement  shelf  by  my  company 
and  then  decided  that  I'd  have  to,  after  my  wife  died,  move 
out  of  my  house  in  Princeton,  so  I  disposed  of  them  by  do- 
nation to  the  University  of  Michigan.  These  work-sheets  in 
my  1933  file  are  mostly  those  supplied  by  Dave  in  asking  for 
that  1933  conference  and  review. 

DR.  CRAWFORD:    What  years  did  you  live  in  Princeton? 

MR.  MOREHOUSE:   I  lived  in  Princeton  from  1940  to  I  suppose  you'd 

say  until  1969.  But  I  sold  my  house  when  my  first  wife  died 
in  1958  and  divided  up  my  and  my  wife's  furniture  with  my 
children  to  help  furnish  their  houses  they  had  recently  es- 
tablished. After  that  I  moved  across  the  street  to  my 
present  wife's  house  because  her  parents  had  died  about  eleven 
months  before  my  wife  did.  and  then  she  decided  to  come  back 
and  live  there. 

DR.  CRAWFORD:    What  was  the  nature  of  your  work  with  the  rates  and 
research  division  of  the  Wisconsin  Commission?  What  sort  of 
staff  did  you  have  and  what  did  you  have  them  doing? 

MR.  MOREHOUSE:   Well,  I  had  a  staff  of  telephone  rate  specialists, 
electric  power  rate  specialists,  gas  rate  specialists,  and 
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MR.  MOREHOUSE:   I  developed  a  water  rate  specialists  by  taking  over 
(Cont'd.) 

older  commission  employees  who  had  specialized  in  water 

utility  matters.   I  used  to  follow  the  practice  of  having  a 
weekly  Monday  conference  in  which  the  members  of  the  staff 
would  bring  up  any  policy  questions  that  they  anticipated 
having  to  deal  with.   Some  of  those  related  to  what  attitude 
we  should  recommend  to  the  commission  to  take  and  the  writing 
of  a  formal  opinion  after  a  review  of  the  record;  sometimes 
it  meant  what  kind  of  testimony  some  of  the  members  of  the 
staff  would  make  before  the  commission.  And  of  course  all 
the  informal  rate  complaint  docket  was  practically  entirely 
handled  by  my  division.   In  addition  to  that  I  established  a 
series  of  statistical  bulletins  compiled  from  the  annual 
reports  of  the  utilities  to  the  commission  so  as  to  furnish 
guidelines  for  the  utilities  subject  to  regulation  as  to 
how  they  were  faring  in  comparison  with  their  idea  of  com- 
petition.  It  wasn't  direct  competition,  of  course,  because 
we  had  the  indeterminate  permit  and  exclusive  franchise  pro- 
visions in  the  state's  statute. 

DR.  CRAWFORD:    What  part  of  this  staff  was  there  when  you  arrived  and 
what  part  did  you  hire? 

MR.  MOREHOUSE:   I  think  there  were  about  five  or  six  people  when  I 

arrived  and  I've  forgotten  how  many  I  finally  grew  up  to  but 
I  think  it  was  something  on  the  order  of  twenty  people — 
twenty  or  twenty-five.  You  can  get  that  information  from  the 
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MR.  MOREHOUSE:   biennial  reports  of  the  commission  when  I  wrote  a 
(Cont'd.) 

section  of  that  report  on  the  work  of  our  department. 


DR.  CRAWFORD:    Were  you  generally  able  to  find  the  people  you  wanted 
for  this  work? 

MR.  MOREHOUSE:   Yes,  by  inquiry  at  the  university  of  its  recent  grad- 
uates who  had  specialized  in  public  utilities  or  by  word  of 
mouth  from  interested  members  of  the  staff  or  by  inviting 
or  posting  notices  of  competitive  examinations  under  the  Civil 
Service  law. 

DR.  CRAWFORD:    Did  your  funding  come  directly  from  the  state 
legislature? 

MR.  MOREHOUSE:   Wisconsin  was  one  of  the  earlier  states  to  experiment 
with  the  cost  assessment  statute  upon  the  utilities  regulated. 
However,  there  was  the  overhead  expense  covered  by  the 
Commissioner's  salaries  and  the  secretary's  office,  and  that 
sort  of  thing  were  covered  on  a  general  appropriation  by  the 
legislature.  The  rest  of  it  was  largely  covered,  I  think,  by 
cost  assessments  upon  the  utilities  regulated. 

Perhaps  I  should  mention  one  of  the  things  that  the 
Rates  and  Research  Division  would  do  would  be  to  review 
proposed  rate  filings  by  the  Utilities  including  the  line 
extention  rules,  rules  covering  payment  of  bills,  and  things 
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MRo  MOREHOUSE:   of  that  kind. 
(Cont'd.) 


DR.  CRAWFORD:    Was  that  done  when  you  arrived  at  the  Commission  or 
was  that  started  when  you  were  there? 

MR.  MOREHOUSE:   No.  That  had  been  done  by  the  Commission.  My  predecessor 
in  that  spot  was  George  Mathews,  who  subsequently  went  to 
Washington  and  became  finally  one  of  the  early  Security  and 
Exchange  Commissioners.   Earlier  he  participated  in  the  Federal 
Trade  Commission  investigation  of  the  Utilities  in  the  late 
1920' s  and  early  '30' s.  This  was  the  investigation  that  led 
into  the  Public  Utility  Holding  Company  Act  and  the  work  of 
Felix  Frankfurter's  proteges,  Tom  Corcoran,  and  Ben  Cohen. 

DR.  CRAWFORD:    So  your  service  on  the  Commission  over-lapped  that 
of  Dave  Lilienthal  for  a  while  didn't  it? 

MR.  MOREHOUSE:   Yes.  About  a  year  and  a  half  of  his  term  as  a  Com- 
missioner over-lapped  my  being  Chief  of  the  Rates  and  Research 
Department. 

DR.  CRAWFORD:    You  did  your  first  counsultation  work  for  TVA  at 
Wisconsin,  I  believe,  and  you  had  the  material  there. 

MR.  MOREHOUSE:   This  was  material  supplied  by  Dave's  office.   I  listed 
or  read  the  Polakov  memorandum,  Llewellyn  Evans's  notes,  and 
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MR.  MOREHOUSE:   cost  data.  Those  were  sent  in  advance  for  review. 
(Cont'd.) 

I  advised  Dave  that  if  he  wanted  us  to  go  over  these  initial 

rates  we  should  have  some  figures  at  this  time  to  look  over 
and  campare  with  the  figures  that  we  had  in  our  engineering 
or  rates  and  research  department  and  our  accounting  depart- 
ment files  pertaining  to  Wisconsin  utilities. 

DR.  CRAWFORD:    Was  the  data  you  had  adequate?  The  data  you  were 
given  from  Llewellyn  Evans  and  the  other  people. 

MR.  MOREHOUSE:   Well,  it  was  the  best  we  could  get.   I  wouldn't  say 
that  it  was  adequate  for  a  hundred  percent  sureness  in 
establishing  the  rate  picture.  You  must  remember  that  when 
the  TVA  Act  was  passed  in  1933  it  was  passed  as  an  experimental 
project. 

DR.  CRAWFORD:    And  there  was  a  few  guidelines,  I  suppose? 

MR.  MOREHOUSE:   There  were  not  very  many  guidelines. 

si 

DR.  CRAWFORD:    Did  you  use  information  from  private  power  companies 
in  arriving  at  your  rates? 

MR.  MOREHOUSE:   Well,  yes.  We  checked  the  figures  of  Llewellyn  Evans 
and  compared  them  with  what  those  figures  would  be  under 
Wisconsin  conditions. 
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DR.  CRAWFORD:    How  long  did  it  take  to  complete  this  first  study  for 
Dave  Lilienthal? 

MR.  MOREHOUSE:   Well,  I  think  we  were  at  it  from  about  September  fifth 
or  seventh.  And  I  find  a  note  here  in  this  1933  file,  Pre- 
liminary Suggested  Rates,  dated  September  9,  1933.   So  it  was 
several  days.  We  met,  curiously  enough,  not  in  the  Commissioner's 
offices;  but  went  to  the  Slichter  cottage  across  the  lake, 
where  the  telephones  would  not  disburb  us.   It  was  then  not 
winter  weather  so  we  could  make  use  of  the  Slichter  cottage 
where  we  could  be  free  from  telephone  interruptions. 

DR.  CRAWFORD:    What  people  did  you  take  to  help  you  in  this  study? 

MR.  MOREHOUSE:   Well,  Hank  Zinder  was  one.  He  was  one  of  my  chief 
electric  rate  men  on  the  staff  of  the  Rates  and  Research 
Department  of  the  Commission.   I  believe  Martin  Glaeser  par- 
ticipated in  those  meetings,  coming  from  the  University.  At 
some  stage  in  the  proceedings,  I  think  we  consulted  with 
George  Steinmetz,  who  was  then  on  the  engineering  staff  of 
the  Commission.  He  subsequently  became  Chairman  of  the 
Commission.  He  just  recently  retired  from  the  Commission  a 
couple  of  years  ago.   Well,  Llewellyn  Evans  from  TV A  was  there 
as  well  as  Dave. 

DR.  CRAWFORD:    Was  any  one  else  from  TV A  there? 
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MR.  MOREHOUSE:   The  only  other  person  besides  Evans  from  TVA  was 
Dave  Lilienthal. 

DR.  CRAWFORD:    Did  he  remain  throughout  the  study? 

MR.  MOREHOUSE:   He  remained  throughout  the  study  and  then  he  took  the 
results  of  the  study  and  went  to  New  York,  as  I  told  you 
earlier,  and  consulted  with  Jim  Bonbright  of  Columbia 
University.  And  in  that  connection  he  became  acquainted  with 
Edward  Falck,  who  subsequently  was  placed  on  the  TVA  staff. 

DR.  CRAWFORD:    I  believe  there  was  a  different  group  of  economists 
at  Columbia.  Did  you  know  Professor  Bonbright  before,  or 
were  you  acquainted  with  him? 

MR.  MOREHOUSE:    Oh,  yes. 

DR.  CRAWFORD:    How  had  you  come  into  contact  with  him? 

MR.  MOREHOUSE:   Well,  as  a  young  economist  in  Wisconsin  I  had  attended 
meetings  at  the  American  Economics  Association  and  I  there  met 
Jim  Bonbright.  Of  course,  he  was  a  Northwestern  graduate  and 
he  had  written  his  thesis  on  Railroad  Capitalization  at 
Columbia,  and  I  knew  he  was  teaching  courses  on  rates  and 
Finance  at  Columbia  in  the  business  school.   And  I  knew  that 
he  was  writing  a  book  on  utility  rates  and  rate  structures, 
which  subsequently  was  published  but  had  not  been  put  in 
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MR.  MOREHOUSE:   manuscript  form  at  that  time. 
(  Cont'd.) 


DR.  CRAWFORD:    Yes.  What  do  you  remember  about  your  meetings  across 
the  lake  when  you  were  working  on  this?  Do  you  have  any 
recollection  of  the  procedures  that  you  went  through  then? 

MR.  MOREHOUSE:   Well,  we  just  passed  around  all  these  papers,  examined 
the  figures,  and  each  one  had  his  say  as  to  what  he  thought 
were  useful  and  reliable  figures  to  use.  We  had  discussions 
of  what  the  experiment  of  the  TVA  was  designed  to  do  in  the 
industry,  and  in  keeping  with  that  kind  of  a  goal  we  discussed 
what  the  rate  policy  should  be.  We  realized  that  the  TVA 
didn't  have  any  capital  structure  to  support  and  therefore 
there  were  none  of  the  practical  limitations  upon  a  regulated 
utility — of  having  to  meet  the  claims  of  the  bondholders  and 
the  stockholders.   It  was  a  salvaging  job  so  far  as  the  ac- 
quired properties  were  concerned.  After  that  TVA  got  some 
constructed  properties  like  Norris  Dam,  (Cove  Creek  Dam),  as 
it  was  then  called.  Then  there  was  the  problem  of  regional 
planning. 

DR.  CRAWFORD:    Were  you  fairly  sure  about  the  figures  that  you  had 
or  could  they  have  been  some  other  figures  slightly  lower  or 
higher? 

MR.  MOREHOUSE:   Well,  we  checked  the  figures  that  Llewellyn  Evans 
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MR.  MOREHOUSE:   supplied  from  the  TVA,  and  this  consulting  engineer, 
(Cont'd.) 

Polakov,  had  supplied  to  Mr.  Lilienthal  in  this  memorandum  that 

I  mentioned  earlier.   And  we  checked  those  against  some  of  the 

figures  that  were  derived  from  the  Wisconsin  operations.  And 

my  recollection  is  we  made  up  a  pro  forma  statement  of  revenue 

and  expense  depending  upon  the  amount  of  capacity  there  was 

to  sell  and  assuming  that  it  would  all  be  sold  at  the  rates 

we  designed.  At  one  point  I  remember  I  advanced  a  notion  that 

because  it  was  important  for  the  TVA  to  get  as  low  an  energy 

block  as  possible  in  its  initial  retail  rate  schedule  I  put 

up  for  discussion  at  this  meeting  in  the  Slichter  cottage  my 

form  of  retail  residential  rates,  which  I  was  then  trying  to 

get  the  regulated  utility  companies  of  Wisconsin  to  adopt, 

mainly  what  we  later  came  to  call  a  customer  or  fired  charge 

form  of  rate.  We  should  take  some  of  the  distribution  cost 

out  of  the  energy  rate  schedule  and  let  the  energy  schedule 

cover  only  the  cost  directly  associated  with  producing  and 

delivering  the  energy,  and  none  or  very  little  of  the  "customer" 

costs,  such  as  billing,  meter-reading  and  fixed  charges  and 

maintenance  on  this  service  line  to  the  house  meter. 

DR.  CRAWFORD:    Yes. 

MR.  MOREHOUSE:   But  the  rest  of  the  conferees  turned  me  down  on  that. 

DR.  CRAWFORD:    How  many  people  were  working  with  you  in  these 
deliberations? 
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MR.  MOREHOUSE:   Well,  I  mentioned  some  of  them. 

DR.  CRAWFORD:    Llewellyn  Evans,  Dave  Lilienthal,  some  people  from 
your  own  staff.  Did  you  have  others? 

MR.  MOREHOUSE:   Yes.  This  is  Dave's  response  to  Arthur  Morgan's 
charges  relative  to  the  formulation  of  rates.   "Mr.  Evans 
and  I  represented  the  Authority  at  the  first  conference  in 
Madison  on  Septemeber  8,  and  our  consultants  were  Mr.  E.  W. 
Morehouse,  and  Mr.  Zinder  of  the  Commission,  Mr.  M.  G.  Glaeser, 
professor  of  economics  at  the  University.  Mr.  Zinder  was  at 
that  time  Principal  Rate  Engineer  for  the  Commission.  He  is 
now  Chief  of  the  Bureau  of  Valuation  and  Rates  in  the  Federal 
Power  Commission.  The  rates  and  basic  estimates  that  were 
developed  at  the  Madison  conference  were  then  discussed  in 
New  York  City  with  Professor  James  C.  Bonbright.   Oh,  I  forgot 
abour  Leland  Olds,  the  Executive  Secretary  of  the  New  York 
Power  Authority.   They  were  later  subjected  to  further  technical 
review  by  the  TVA  staff  and  on  September  14,  I  announced  them 
to  the  press."  And  that  gives  you  more  specific  dates.   I 
think  that  Dave  was  pretty  careful  as  a  lawyer  in  having  that 
memorandum  pretty  accurate. 

DR.  CRAWFORD:    Yes,  of  course.   He  would  be  very  concerned  with  the 
record  there.  Well,  after  this  you  remained  in  contact,  of 
course,  with  TVA  or  you  were  in  contact  with  Dave  Lilienthal. 
When  did  you  receive  your  next  request  to  serve  TVA? 
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MR.  MOREHOUSE:   Well,  my  recollection  is  (and  I  didn't  keep  a  diary 
at  that  time,  I  was  too  busy)  that  it  was  the  latter  part  of 
1933  or  the  early  part  of  1934— the  winter  of  '34— when 
Dave  wrote  me  and  said,  "I  wish  you  could  arrange  to  get  a 
leave  of  absence  so  you  could  come  down  and  spend  about 
four  to  six  weeks  at  the  TVA  offices  in  Knoxville  and  go 
over  some  of  these  things  that  are  troubling  me  in  getting 
the  initial  policies  established."  That  is  why  some  of  these 
diversely  titled  memoranda  were  thrown  at  me  and  I  asked  Dave, 
as  I  always  do  in  consultation  of  this  kind,  "please  send  me 
whatever  you  have  in  writing  that  you  wanted  me  to  review  so 
I  can  get  an  idea  as  to  what  the  thinking  of  your  staff  people 
is." 

DR.  CRAWFORD:    Did  you  have  difficulty  getting  a  leave  of  absence  in 
early  '34  for  that  purpose? 

MR.  MOREHOUSE:   No.   By  that  time  I  think  I  was  fairly,  well,  I  find 
it  difficult  to  get  the  right  word,  but  I  was  pretty  well 
assured  of  the  confidence  of  the  Commissioners  that  they 
would  let  me  go.  Of  course,  this  was  all  taken  up  with  the 
Chairman  of  the  Commission  at  that  time.  At  that  time  it  was 
Ted  Kronshage  and  he  was  the  Chairman  at  the  time  that  Dave 
Lilienthal  was  on  the  Commission. 

DR.  CRAWFORD:    Now,  of  course,  initial  contact,  I  suppose,  was  made 
with  you  to  determine  whether  or  not  you  would  be  willing  to 
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DR.  CRAWFORD: 
(Cont'd.) 


do  that? 


MR.  MOREHOUSE! 


Yes. 


DR.  CRAWFORD:    Did  you  go  to  Knoxville  at  that  time? 

MR.  MOREHOUSE:   Yes.   I  was  down  in  Knoxville,  as  I  said,  practically 
all  of  March,  1934. 

DR.  CRAWFORD:    Where  did  you  stay  while  you  were  down  there? 

MR.  MOREHOUSE:   Well,  my  wife  came  with  me  at  this  time  and  I  think 
that  we  stayed  at  the  Andrew  Johnson  Hotel. 

DR.  CRAWFORD:    The  Andrew  Johnson  is  still  there,  of  course,  and 
still  in  business.   I  stayed  there  recently. 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    Did  you  work  at  TV A  headquarters  at  the  New  Sprankle 
Building  or  did  you  tour  the  area  while  you  were  there? 


MR.  MOREHOUSE:   Well,  we  did  a  little  touring  of  the  area  because  this 
was  about  the  time  when,  as  I  recall  it,  the  TVA  was  beginning 
a  negotiated  contract  with  Tupelo  and  Alcorn  County.  And  I 
remember  going  down  with  Walt  Seymour.   I  am  not  sure  whether 
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MR.  MOREHOUSE:   Dave  was  with  us,  probably  not.   Walt  Seymour  and  Ed 
(Cont'd.) 

Muir,  and  I  have  forgotten  who  else  was  with  us,  went  to  a 

meeting  with  the  council  of  the  city  of  Tupelo  and  discussed 

what  the  terms  of  the  contract  should  be. 


DR.  CRAWFORD:    That  was  their  first  contract,  of  course? 

MR.  MOREHOUSE:   That  was  their  first  municipal  contract. 

DR.  CRAWFORD:    What  assistance  did  you  give  in  planning  that?  Did 
you  counsel  the  people  from  Tupelo  or  did  you  only  help  TVA? 

MR.  MOREHOUSE:    I  felt  that  I  was  a  consultant  to  TVA.   But  I  also, 
having  participated  in  the  regulation  of  public  utilities, 
municipal  utilities  in  Wisconsin,  could  interpret  what  the 
attitude  of  the  Tupelo  people  would  be  to  the  TVA  people 
associated  in  the  efforts. 

DR.  CRAWFORD:    About  what  things  did  you  have  to  inform  the  Tupelo 
council?  Were  they  fairly  familiar  with  the  situation? 

MR.  MOREHOUSE:    I  think  that  they  were.  Of  course,  they  had  a  small 
generating  plant  of  their  own  but  it  wasn't  enough  to  carry 
all  the  electrical  load.  Well,  I  would  have  to  dig  through 
some  of  these  papers  and  some  of  them  I  didn't  ask  to  have 
returned  from  Michigan. 
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DR.  CRAWFORD:    Were  you  counting  on  selling  power  from  Norris  or 
from  Wilson  Dam  to  them  at  that  time? 

MR.  MOREHOUSE:   This  is  Wilson  Dam. 

DR.  CRAWFORD:    That  is  right.  Norris  was  not  completed  at  that  time 
because  that  was  1934. 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    Was  this  your  first  visit  to  the  Tennessee  Valley 
area? 

MR.  MOREHOUSE:   Yes.  Although  please  remember  that  I  had  been  in  the 
South  during  the  war. 

DR.  CRAWFORD:    Yes.   In  South  Carolina,  I  believe. 

MR.  MOREHOUSE:   Yes.   But  not  in  Tennessee. 

DR.  CRAWFORD:    As  an  economist,  what  impressions  did  you  get  of  the 
economic  conditions  in  the  Valley  in  '34? 

MR.  MOREHOUSE:   Well,  I  got  the  impression  that  here  was  a  region 
that  had  been  severely  shortchanged  as  the  result  of  the 
rehabilitation  efforts,  so  called,  after  the  Civil  War.   And 
the  soil  had  been  depleted  and  there  was  a  tremendous 
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MR.  MOREHOUSE:   opportunity  and  task  before  the  TVA  in  arranging  a 
(Cont'd.) 

program  which  would  not  only  restore  the  fertility  of  the 

soil  and  improve  the  methods  of  agriculture  in  the  Valley 

but  also  to  help  them  in  developing  a  fertilizer  material 

which  would  be  useful  in  that  rehabilitation  work. 


DR.  CRAWFORD:    Did  you  have  an  opportunity  to  talk  with  Harcourt 
Morgan  at  that  time? 

MR.  MOREHOUSE:   Yes.   I  talked  several  times  with  him.  But  he  was 
primarily  interested  in  the  agricultural  end  and  he  was 
leaving  the  power  management  to  Dave.  This  was  the  three- 
fold division  that  I  mentioned  earlier  between  the  directors 
in  their  first  setup. 

DR.  CRAWFORD:    Yes. 

MR.  MOREHOUSE:   It  was  only  after  some  of  the  tension  rose  between 

Lilienthal  and  Arthur  Morgan  that  they  decided  to  change  the 
board's  character  from  administration  into  a  strictly  policy 
determining  board  and  let  the  execution  of  the  policy  be 
handled  by  or  through  the  General  Manager's  office. 

DR.  CRAWFORD:    I  think  at  first  they  did  have  some  administrative 
confusion.   I  believe  the  plan  was  initially  to  establish  a 
General  Manager's  position  but  Arthur  Morgan,  according  to 
Floyd  Reeves,  the  first  Personnel  Manager,  felt  that  as 
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DR.  CRAWFORD:    Chairman  he  should  be  the  General  Manager.   So  it 
(Cont'd.) 

was  delayed  until  later.  Then  in  the  meantime  they  had  that 

three-part  division;  engineering,  agricultural,  and  power  and 

legal. 


You  were  concerned,  of  course,  mainly  with  Dave 
Lilienthal's  division  of  it,  the  power. 

MR.  MOREHOUSE:   That  is  the  area  where  my  expertise  was  the  greatest. 
Having  touched  upon  some  of  the  agricultural  things  in 
connection  with  this  book  on  elements  of  land  economics  I 
was  somewhat  knowledgeable  about  Harcourt  Morgan's  programs, 
but  not  to  the  extent  that  I  felt  I  was  in  connection  with 
the  power. 

DR.  CRAWFORD:    What  did  you  feel  was  the  major  purpose  of  TVA  at  that 

time?   I  know  it  was  some  time  before  the  members  of  the 

board  were  able  to  decide  exactly  what  things  were  most 
important. 

MR.  MOREHOUSE:   Well,  I  regarded  it  as  a  regional  planning  agency  in 
which  the  function  of  the  board  was  to  try  to  help  the  local 
people  in  whatever  stage  of  local  government  or  activity  they 
were  involved  in,  to  pull  themselves  up  by  their  boot-straps. 

DR.  CRAWFORD:    And  into  that  concept  all  the  parts  did  fit;  building 
the  dams,  developing  agriculture,  and  selling  power. 
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MR.  MOREHOUSE:   Yes.  Don't  forget  before  some  of  those  dams  were 
built,  Norris  Dam  and  particularly  the  tributary  dams,  the 
Tennessee  River  was  a  pretty  potent  property  destroyer  with 
its  annual  floods. 

Well,  sometime  in  the  late  '30's  period  I  wrote  a 
paper  on  the  TVA  and  called  it,  I  think,  "TVA:  Promise  or 
threat?",  and  gave  it  to  the  Madison  Literary  Club  in  Madison, 
Wisconsin,  of  which  I  was  a  member.   I  don't  have  a  copy  of 
that  any  more.   I  suppose  it  maybe  in  the  archives  of  the 
Madison  Literary  Club  but  I  don't  think  I  have  a  copy  of  it 
any  more.   In  that  I  used  some  language  that  I  recall — that 
this  was  a  delayed  reconstruction  act  for  the  South — for  the 
particular  region  of  the  South.   It  should  be  looked  upon 
as  a  long  delayed  regional  development  area  which  had  been 
passed  by  after  the  Civil  War. 

DR.  CRAWFORD:    That  is  an  interesting  concept,  and  one  which  has 
occurred  to  me,  though  I  assumed  that  I  had  picked  it  up 
elsewhere.  Probably  this  idea  has  developed  considerably  since 
that  time.   I  believe  actually  Franklin  Roosevelt  was  the 
first  President  ever  to  do  anything  for  the  South  since  re- 
construction— that  is,  in  terms  of  economic  rehabilitation. 
The  potential  sale  of  power,  I  believe,  was  fairly  limited  at 
that  time  since  TVA  had  a  limited  supply  of  it.  Did  you 
envision  a  time  when  TVA  would  have  a  greater  supply  of  power 
to  sell? 


29 


MR.  MOREHOUSE:   Not  until  after  1940.  Perhaps  I  should  tell  you  one 
incident  that  occurred  early  in  the  war  after  Pearl  Harbor. 
I  was  asked  to  come  down  and  talk  with  Cap  Krug,  who  had 
suceeded  Colonel  Kellogg  of  the  E.  E.  I.  as  head  of  the  utilities 
office  in  the  0.  P.  M. ,  what  subsequently  became  the  office 
of  War  Utilities  in  the  W.  P.  B.   It  was  in  the  office  of 
Production  and  Management,  0.  P.  M.   And  it  wasn*t  called  the 
office  of  War  Utilities  at  that  time  but  Cap  Krug  was  asked 
to  take  a  leave  from  the  TVA  in  order  to  come  up  and  re- 
organize the  effort.  And  Cap  asked  me  to  come  down  and  advise 
him  in  regard  to  it.   And  in  the  course  of  that  advice,  which 
was  sometime  along  about  May,  1941,  word  came  to  us  in  that 
end  of  the  work  that  there  was  to  be  a  highly  top  secret  war 
load  requirement,  which  would  require  a  hundred  thousand  or 
a  hundred  and  fifty  thousand  kilowatts  of  power.  The  question 
was  where  to  locate  it  because  of  the  knowledge  that  had  come 
into  that  unit  of  the  0.  P.  M.  over  which  Cap  Krug  presided. 
We  were  asked  to  advise  on  the  best  location.  There  were  two 
areas  being  considered  for  that  location.  We  were  not  told 
what  the  mystery  load  was.  We  called  it  "mystery  load  X"  so 
that  we  would  not  get  involved  in  this  clasified  business. 
One  place  being  considered  was  out  on  the  Pacific  coast  in 
Washington  and  another  place  was  in  the  Tennessee  Valley.  And 
the  War  Department  had  considerable  to  say  about  that  because 
they  wanted  some  site  that  in  the  event  of  air  attack  would 
be  behind  a  range  of  mountains.  And  that  is  why  the  TVA  area 
was  selected  in  the  middle  of  the  valley  and  that  is  how  it 
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MR.  MOREHOUSE:   happened  that  what  later  became  the  Oak  Ridge  National 
(Cont'd.) 

Laboratory  got  established. 


DR.  CRAWFORD:    When  did  you  first  discover  what  this  really  was?  At 
the  summer  of  '45? 

MR.  MOREHOUSE:   Yes.   After  the  war. 

DR.  CRAWFORD:    Cap  Krug  worked  in  that  office,  I  think,  until  he  went 
into  the  Navy  in  the  later  war  years,  perhaps  '44. 

MR.  MOREHOUSE:   Yes.  Then  after  that  Ed  Falck  took  over.   I  think 
he  succeeded  Cap  Krug  in  it.  Again  he  was  on  loan  from  TVA 
but  after  the  Office  of  War  Utilities  business  Ed  Falck  decided 
to  cast  his  lot  with  the  gas  industry  so  he  moved  away  from 
the  power  end  of  it. 

DR.  CRAWFORD:    Yes.  He  and  his  wife,  Ruth,  are  both  in  Washington 
now.   I  talked  to  both  of  them  during  the  last  year. 

MR.  MOREHOUSE:   You  know  who  his  wife  is  or  was  before  she  was 
married. 

DR.  CRAWFORD:    I  believe  she  was  Arthur  Morgan's  secretary  part  of 
the  time.   I  don't  remember  what  her  name  was  originally. 

MR.  MOREHOUSE:    I  can't  remember  her  maiden  name  now,  either.   Yes, 
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MR.  MOREHOUSE:   she  was  on  the  secretary  staff  of  the  Commission. 
(Cont'd.) 

Whether  it  was  Arthur  Morgan  or  Dave  Lilienthal,  I  don't 

know.  But  at  any  rate  I  don't  recall.   I  think  I  did  at 

the  time. 


DR.  CRAWFORD:    Arthur  Morgan,  as  I  remember  it.   I  did  interview 
her  last  fall  in  Washington,  as  well  as  Mr.  Falck. 


THIS  IS  INTERVIEW  NUMBER  THREE  WITH  MR.  EDWARD  W.  MOREHOUSE  OF 
LITTLETON,  NEW  HAMPSHIRE.   JULY  30,  1971.   THE  INTERVIEW  IS  BY  DR. 
CHARLES  W.  CRAWFORD,  DIRECTOR,  ORAL  HISTORY  RESEARCH  OFFICE,  MEMPHIS 
STATE  UNIVERSITY. 


DR.  CRAWFORD:    Mr.  Morehouse,  we  have  dealt  with  your  association 
with  TV A  in  1933,  and  again  in  1934  when  you  went  to 
Knoxville  for  a  time.   I  know  that  later  you  served  TVA 
also  in  connection  with  the  Wilson  Dam  Evaluation  Committee. 
I  would  like  to  get  some  information  about  that  committee, 
such  as  how  and  why  it  was  formed,  the  personnel  who  served 
on  it,  what  its  role  was,  what  its  objective  was,  and  what 
you  did. 

MR.  MOREHOUSE:   Well,  as  I  said  earlier,  the  committee  consisted  of 

James  C.  Bonbright,  Professor  of  economics  at  Columbia;  Martin 
G.  Glaeser  and  myself.   It  was  appointed  by  the  board  in  the 
autumn  of  1935.  The  initial  or  organization  meeting  was  held 
in  Knoxville,  Tennessee  on  November  27,  1935.   Jim  Bonbright 
was  designated  to  act  as  Chairman  and  Martin  Glaeser  was 
Secretary.   After  several  informal  conferences  with  members 
of  the  board  the  committee  was  assigned  the  task  of  making 
a  preliminary  study  of  the  problems  involved  in  the  evalua- 
tion of  Muscle  Shoals  properties.  After  such  a  preliminary 


MR.  MOREHOUSE:    study  combined  with  a  survey  of  preliminary  studies 
(Cont'd.) 

already  made  by  the  staff,  per  this  document  that  I  hold 

dated  January  2,  1935:   "The  Committee  reported  a  procedure 
for  the  future  organization  and  prosecution  of  these  studies. 
This  procedure  included  as  its  most  material  part  the  limita- 
tion of  the  responsibilities  of  the  Committee  to:  One: 
recommending  the  principles  and  methods  in  accordance  with 
which  the  necessary  appraisal  facts  were  to  be  ascertained. 
Two:  cooporation  with  the  general  supervision  over  members 
of  the  Authority's  staff  which  were  to  have  charge  of  the 
preparation  of  appraisal  estimates  and  basic  data  for  the 
evaluation  and  allocations.  And  three:  the  recommendation 
of  specific  values." 

That  was  our  charter.  The  staff  assembled  a  group  of 
appraisal  engineers  under  Lawrence  Chandler  for  the  hydro- 
electrical  properties,  and  Ed  Muir,  as  I  stated  earlier,  for 
the  steam  properties.  We  arranged  to  make  a  complete  in- 
spection of  all  the  acquired  properties  that  we  were  asked  to 
evaluate.  And  we  talked  with  the  TVA's  staff  appraisal 
engineering  groups,  about  the  principles  that  should  be  used 
in  making  an  inventory  and  pricing  the  inventory  to  get  a 
true  present  value  estimate.  For  example, although  the  Wilson 
Dam  properties  and  the  locks  out  there  were  built  in  the  period 
from  the  tail-end  of  World  War  I,  and  were  not  completed  until 
1925,  we  agreed  that  we  should  price  the  acquired  properties 


MR.  MOREHOUSE:   not  at  the  prices  of  that  date  but  as  of  present  value 
(Cont'd.) 

at  the  time  acquired  under  the  Authority  act  namely  approximately 

July  1,  1933.   So,  the  appraisal  engineers  were  instructed  to 

develop  some  unit  prices  to  apply  to  the  inventory  that  were 

representative  of  TVA  construction  cost  procedures.  They  had 

already  had  some  experience  at  Cove  Creek  Dam,  now  called 

Norris  Dam,  earlier  and  were  at  the  time  engaged  in  construction 

of  the  Wheeler  Dam  upstream  from  the  Wilson  Dam.  So  we  advised 

the  appraisal  engineers  to  make  use  of  any  cost  figures  they 

could  get  from  those  other  projects  on  the  assumption  that  if 

the  acquired  properties  were  built  beginning  July  1,  1933  this 

is  what  the  present  value  new  would  be. 

Then  when  it  came  to  getting  up  depreciation  that  should 
be  deducted  from  the  present  value  new  because  it  was  used 
property  built  many  years  earlier,  we  suggested  that  for  part 
of  the  physical  depreciation — the  physical  property — there 
should  be  an  inspection  by  competent  engineers.  This  would 
go  into  such  questions  as  the  condition  of  the  concrete  in  the 
dam  structure  and  in  the  power  house  and  anything  that  had 
happened  to  the  equipment  in  the  power  house. 

We  also  suggested  that  for  the  functional  depreciation — 
that  is  the  economic  depreciation  from  obsolescence  we  should 
ask  the  engineers  to  estimate  the  cost  of  a  substitute  plant 
designed  to  provide  an  equivalent  amount  of  power  capacity. 


MR.  MOREHOUSE:   And  that  substitute  plant  notion  as  shown  in  the 
(Cont'd.) 

evaluation  report  was  used  to  check  the  economic  depreciation 

and  arrive  at  a  judgment  value  of  the  present  value  depreciated 

of  the  property  on  the  assumption  that  they  had  been  constructed 

under  TVA  construction  procedures  beginning  July  1,  1933. 

DR.  CRAWFORD:    Well,  that  was  the  plan  that  you  followed  with  the 
committee.  Did  you  make  your  headquarters  in  Knoxville  at 
that  time? 

MR.  MOREHOUSE:    I  believe  that  we  did  because  of  the  several  times  that 
we  went  down  there  we  started  from  the  New  Sprankle  Building 
in  Knoxville.  And  when  we  made  our  insepction  of  Wilson  Dam 
and  the  Sheffield  steam  plant  we  drove  down  from  Knoxville  to 
the  Tri-Cities  area  and  made  our  inspection  and  then  came  back. 

This  evaluation  effort  on  our  part  was  in  addition  to 
our  regular  home  duties  and  therefore  had  to  come  at  a  time 
when  we  could  get  away  from  those  other  duties,  and  also  at 
a  time  when  the  appraisal  engineers  were  ready  to  report  to 
us  as  to  any  problems  that  they  ran  into  or  what  luck  they 
were  having.   So,  there  were  a  number  of  meetings  during  the 
time  from  November  1935,  until  the  final  report  was  issued  in 
March  1937  that  we  had,  not  only  for  the  inspection  of 
properties  but  for  discussion  with  the  appraisal  engineers 
and  with  the  board  members  themselves  on  an  informal  basis 


MR.  MOREHOUSE:   rather  than  a  formalized  basis.  One  thing  I  recall, 
(Cont'd.) 

during  that  winter  Professor  Bonbright  couldn't  function  as 

actively  as  he  hoped  to  be  able  to  function  because  he  had  a 
case  of  flu  or  pneumonia.   And  Martin  Glaeser  was  so  busy  with 
his  duties  at  the  University  of  Wisconsin  that  the  writing  of 
the  report — a  preliminary  draft  of  the  report — for  later 
revision  and  finalizing,  lagged.  And  of  course  the  board  was 
impatient  to  get  these  figures  because  the  report  under  the 
terms  of  the  act  had  to  be  reviewed  by  the  President  and  then 
was  to  be  used  as  the  basis  for  TVA  accounting  for  the  book, 
values.  As  the  reading  of  the  report  will  indicate,  not  all 
members  of  the  committee  were  completely  in  agreement  although 
we  all  signed  the  report  when  it  was  finally  issued.   I 
mentioned  the  two  main  matters  of  principle  on  which  the  members 
of  the  evaluation  committee  split  were  the  inclusion  of  work- 
men's compensation  and  interest  during  construction.  And  as 
to  those  two  items,  Professor  Bonbright  wrote  a  supplementary 
statement  in  which  he  expressed  his  individual  views.  But 
nevertheless  he  was  able  to  sign  the  report  because  the  report 
set  out  the  two  bases  for  using  this  evaluation  figure  for  the 
acquired  properties.   Namely  a  book  value  basis  for  property 
accounting  purposes  and  then  on  the  cost  basis  if  anybody 
wanted  to  make  any  cost  studies  as  to  the  cost  of  power  from 
the  Wilson  Dam  project. 

DR.  CRAWFORD:    What  was  the  nature  of  Professor  Bonbright' s  dissent 


DR.  CRAWFORD:    from  the  majority  report? 
(Cont'd.) 


MR.  MOREHOUSE:   Well,  he  felt  that  workmen's  compensation,  which  was 

not  invoiced  to  the  Authority  or  paid  by  the  Authority  should 
not  be  included  in  the  book  value  or  the  cost  value  either — 
cost  comparison  value.  Likewise  interest  during  construction 
because  the  dam  was  actually  built  on  appropriated  funds  and 
it  was,  he  felt,  a  little  bit  hypothetical  for  the  TVA  to 
assume  that  they  had  to  go  to  the  market  itself  and  borrow 
funds  or  had  used  proprietary  funds  in  the  building  of  it. 
Actually  it  was  the  taxpayer's  funds  that  derived  from  ap- 
propriated tax  revenues. 

DR.  CRAWFORD:    It  was  simply  a  matter  to  be  interperted  either  way 
wasn't  it? 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    How  was  this  report  received  by  the  board? 

MR.  MOREHOUSE:   Well,  they  thanked  us  for  it  and  they  sent  it  to  the 
President  and  I  don't  know  what  went  on  after  that.  But  I 
gather  that  the  accountants  were  instructed  by  the  board  to 
use  the  book  value  of  the  acquired  properties  at  the  figures 
we  recommended. 


DR.  CRAWFORD:    Did  you  have  an  adequate  staff  from  TVA  to  assist  you 
in  this  study? 

MR.  MOREHOUSE:   Yes.   I  think  that  Lawrence  Chandler  was  fairly  well- 
supplied  with  assistance  to  do  the  leg  work  of  Secretary  of  the 
Inventory  and  Appraisal  group.  This  is  a  very  detailed  kind 
of  a  thing  as  you  can  well  imagine  and  he  couldn't  do  it  all 
himself. 

Now,  we  also  make  use  of  outside  consultants  and  the 
appendices  to  the  evaluation  report  to  the  committee  show  who 
they  were.  They  were  Harry  Barker,  an  engineer  from  New 
York  City  of  the  firm,  Barker  and  Wheeler;  H.  S.  Hunt  of 
Jackson,  Michigan,  Fargo  Engineering  Company;  and  George  P. 
Steinmetz,  who  was  the  chief  hydro-electrical  engineer  of 
the — or  was  on  the  engineering  staff  of  the  Public  Service 
Commission  and  in  the  Engineering  Department.  His  particular 
special  interest  was  the  hydroelectric  properties  and  the 
water  control  in  Wisconsin.   And  they  reviewed  our  findings 
and  offered  their  comments  and  those  were  published  in  Appendix 
III  of  the  report.   Another  group  of  consulting  engineers  also 
reviewed  the  substitute  plant  figures  too  (Appendix  TV). 

DR.  CRAWFORD:    Did  you  have  capable  assistance  also  in  evaluating  the 
steam  plant  properties? 
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MR.  MOREHOUSE:   I  feel  that  we  did,  yes.   Ed  Muir  was  the  one  on  the 
TVA  staff.  He  was  sometimes  a  little  bit  short  handed  for 
doing  some  of  the  detail  work  so  we  supplemented  that  by 
inviting  another  group  advisory  consulting  engineers  to  review 
the  substitute  plant  figures  and  offer  any  comments  they  wished. 

DR.  CRAWFORD:    Did  you  take  a  leave  of  absence  from  the  Wisconsin 
Commission  at  this  time? 

MR.  MOREHOUSE:   No.   I  fitted  it  in  the  best  I  could  with  my  other 
duties. 

DR.  CRAWFORD:    Did  you  remain  throughout  this  period  in  the  Valley 
or  did  you  go  back  and  forth? 

MR. MOREHOUSE:    I  went  back  and  forth. 

DR.  CRAWFORD:    How  did  you  travel?  Did  you  fly  or  take  the  train? 
Drive? 

MR.  MOREHOUSE:   Well,  in  March  1934  when  I  went  down  I  drove,  as  I 

told  you  in  another  connection.  Coming  back  we  had  a  little 
snow  storm — one  of  these  wet  snow  storms — after  going  down 
to  Tupelo  to  visit  with  the  Tupelo  council  and  I  remember  that 
because  it  was  ticklish  driving.  And  then  as  we  came  back  out 
of  Knoxville  on  the  way  back  to  Madison  we  ran  into  an  ice 


MR.  MOREHOUSE:   storm  and  it  delayed  us  getting  back  to  Madison  but 
(Cont'd.) 

it  wasn't  too  serious.   I  have  forgotten  where  we  stopped  along 

the  way.  Much  of  the  time  after  that  I  went  down  by  train. 


DR.  CRAWFORD:    In  this  capacity  you  served  as  consultant  and  you  were 
empowered  to  use  consultants  of  your  own.  What  about  this 
practice  of  bringing  in  outside  consultants?  Was  that 
widely  practiced  in  government  agencies  at  the  time? 

MR.  MOREHOUSE:   I  wouldn't  say  it  was  widely  practiced  then  but  there 
were  a  number  of  illustrations.   I  mentioned  in  my  own  case 
having  previously  been  asked  to  advise  the  Federal  Power 
Commission  on  establishment  of  the  electric  bill  figures  of 
the  Federal  Power  Commission. 

DR.  CRAWFORD:    TVA  certainly  made  extensive  use  of  consultants  and 

apparently  they  were  able  to  get  the  consultants  they  wanted. 
Were  their  fees  generous  or  was  the  challenge  interesting? 
Why  was  there  no  difficulty  in  getting  people  to  accept  these 
positions? 

MR.  MOREHOUSE:   Well,  I  think  it  was  the  challenge.   It  was  a  particularly 
attractive  inducement  to  these  people.  George  Steinmentz, 
for  example,  when  he  would  take  a  leave  to  do  some  of  the 
review  work  on  the  appraisals  did  come  down  to  Knoxville  and 
spent  quite  a  bit  of  time  with  Lawrence  Chandler  and  me  and 
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MR.  MOREHOUSE:   the  appraisal  staff.   I  don't  even  remember  how  much 
(Cont'd.) 

time  he  did  spend  but  I  know  that  he  was  away  for  several  days 

at  a  time  sometimes  on  those  trips. 


The  trip  down  was  not  too  bad  by  train  because  we  could 
get  the  Dixie  Flyer  going  out  of  Chicago  and  that  would  take 
us  right  through  the  territory  and  some  of  our  conferring 
work  was  done  around  Chattanooga  but  not  all  of  it.   I  think 
most  of  it,  so  far  as  principles  are  concerned,  and  policies, 
was  done  in  Knoxville. 

DR.  CRAWFORD:    Did  you  have  adequate  working  space  in  Knoxville  for 
this? 

MR. MOREHOUSE:    Oh,  well,  it  was  sufficient. 

DR.  CRAWFORD:    Why  was  this  evaluation  so  important  at  that  time? 
Was  it  connected  with  rate  setting  or  were  negotiations 
going  on? 

MR.  MOREHOUSE:   Well,  I  think  it  was  both.   I  think  it  was  connected 
with  the  record  made  by  the  TVA  in  justifying  the  rates  that 
had  been  set.  But  it  also  had  a  bearing  upon  their  subsequent 
agreement  for  the  aquisition  of  the  Tennessee  Electric  Power 
and  the  Tennessee  Public  Service  Company  properties  and  the 
allocation  of  those  properties  among  the  several  municipalities 
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MR.  MOREHOUSE:   that  were  to  be  served  by  the  acquired  properties.   And 
(Cont'd.) 

it  was  on  that  allocation  work  when  Glaeser  went  down  to  the 

TVA  and  I  think  he  worked  closely  in  Knoxville  but  I  think 
some  of  the  time  in  Chicago.  He  took  a  leave  of  absence  from 
the  University  of  Wisconsin  to  do  that  work.   And  he  did  the 
main  work  of  putting  together  the  figures  on  the  allocation 
of  the  losts  of  the  acquired  properties  to  the  multiple  pur- 
poses of  TVA  and  to  the  municipalities  and  writing  the  al- 
location report,  which  was  subsequently  accepted  by  the  board. 
I  think  that  that  report  probably  showed  that  Bonbright  and 
I  were  consulted  but  we  didn't  take  the  major  responsibility 
for  the  details  of  the  report.  We  just  reviewed — gave  it  an 
overall  review — to  see  whether  or  not  it  made  sense. 

DR.  CRAWFORD:    Well,  let  me  leave  out  your  participation  for  a  moment, 
since  I  will  not  ask  you  to  judge  that,  but  in  the  case  of  the 
other  two  who  were  involved,  Martin  Glaeser  and  James  Bonbright, 
were  they  selected  because  they  were  the  leading  rate  economists 
in  the  United  States? 

MR.  MOREHOUSE:   Glaeser  was  not  a  leading  rate  economist  but  Bonbright 
was.  No.  Glaeser  was  selected  because  he  had  operated  as  a 
mamber  of  the  staff  of  the  Wisconsin  Commission  and  later  under 
special  contract  assignment  with  the  city  of  Milwaukee  in 
forming  a  Milwaukee  operating  agreement,  which  was  an  attempt 
on  the  part  of  the  city  of  Milwaukee  to  try  to  get  a  piecemeal 
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MR.  MOREHOUSE:   acquisition  of  the  property  of  the  Milwaukee  Electric 
(Cont'd.) 

Railway,  and  Light  Company  and  move  it  from  private  ownership 

into  public  ownership.   I  think  that  Dave  Lilienthal  knew  of 

that  work.  You  will  find  an  appendix  of  Glaeser's  first  book 

he  published  in  1927  is  the  text  of  that  Milwaukee  operating 

agreement.   I  think  Dave  Lilienthal  recommended  him  as  one 

of  the  allocation  consultants  because  of  his  work  of  that 

nature. 

DR.  CRAWFORD:    You  had  no  reservations  than  about  the  competence 
of  Professors  Glaeser  and  Bonbright? 

MR.  MOREHOUSE:   No.  No,  the  only  reservations  I  had  about  Martin 
Glaeser  was  what  I  had  experienced — that  it  was  sometimes 
difficult  for  him  to  recognize  that  prefectionism  in  work 
of  that  kind  was  not  very  practicable. 

DR.  CRAWFORD:    However,  someone  else  did  the  actual  writing,  I  believe, 
of  the  final  report? 

MR.  MOREHOUSE:   Well,  he  had  a  lot  to  do  with  writing  the  final  report 
of  the  allocation  study  at  any  rate.  No,  on  the  evaluation 
committee  report  he  was  a  little  bit  slow  getting  it  out — 
the  first  draft.  And  as  I  said,  Bonbright  was  sick  that 
winter  and  so  in  desperation  with  Dave  glowering  down  my  neck, 
"when  are  you  going  to  get  this  report  out  because  we  have  to 
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MR.  MOREHOUSE:   get  the  review  by  the  President  and  then  start  booking 
(Cont'd.) 

these  costs."  So  I  took  it  upon  myself  to  prepare  a  first 

draft  rather  than  having  Glaeser  prepare  it.  And  I  got 

Glaeser's  comments  on  it  in  Madison  and  then  I  remember  going 

to  New  York  and  visiting  with  Bonbright  and  going  over  his 

suggestions  on  the  draft  report  and  then  taking  all  of  it  down 

to  Knoxville  and  turning  it  over  to,  I  guess,  Dave  or  somebody 

down  there  to  finish  it  up  and  reproduce  it.  Then  we  had  a 

meeting  down  there  when  we  polished  off  the  final  draft.  At 

that  meeting  Bonbright  had  recovered  from  his  illness  and 

Glaeser  had  managed  to  break  himself  away  from  the  University 

to  finish  up  the  valuation  and  allocation  jobs. 

DR.  CRAWFORD:    Apparently  you  were  the  only  one  free  to  write  at  that 
time. 

MR.  MOREHOUSE:  Well,  I  realized  the  pressure  was  on  Dave  to  get  this 
figure  so  that  the  President  could  review  the  thing  and  they 
could  start  bookkeeping. 

DR.  CRAWFORD:    Was  there  anything  you  did  not  cover  in  this  report 
that  you  wished  you  could  have  been  able  to  cover? 

MR.  MOREHOUSE:   You  mean  the  Evaluation  Committee  Report? 

DR.  CRAWFORD:    Yes. 
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MR.  MOREHOUSE:   Well,  I  wished  that  we  could  have  been  a  little  bit 
more  specific  about  getting  at  what  those  workmen's  compen- 
sation reports  cost  would  have  been  if  they  had  been  invoiced 
through  the  Authority.  Of  course,  if  this  had  been  built  by 
another  type  of  agency  than  a  government  agency  where  you 
didn't  have  these  departmental  lines  but  having  that  element 
of  costs,  there  was  no  disputing  the  fact  that  the  workmen's 
compensation  costs  are  prefectly  real  and  valid  components  of 
a  construction  job  of  that  nature  and  that  size.  And  I  was 
sorry  that  we  couldn't  get  more  information  out  of  the  agency 
in  the  Federal  government  that  was  supposed  to  handle  the 
workmen's  compensation  end  of  the  construction  work  even  though 
they  didn't  bill  the  Authority  for  the  cost.  Likewise  on 
interest  during  construction  we,  for  lack  of  anything  better, 
used  the  three  and  a  half  percent  rate  that  was  the  ceiling 
rate  for  the  TVA  to  borrow  funds  under  the  Act.  And  we  used 
that  rate  instead  of  having  any  special  investigation  of  what 
the  actual  cost  of  the  government  was,  or  would  have  been, of 
raising  the  funds  to  spend  the  amount  of  money  on  a  construction 
job  beginning  in  1933. 

DR.  CRAWFORD:    TVA  was  able  to  get  people  for  consultants  assignments. 
Was  the  salary,  for  example,  in  Professor  Bonbright's  case 
and  Glaeser's  comparable  to  their  teaching  or  did  they  have 
to  take  a  loss  to  do  that? 
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MR.  MOREHOUSE:    I  haven't  any  idea.   I  don't  know  what  they  got  for 

salary  from  teaching.   I  think  we  were  paid  a  per  diem  and  ex- 
penses for  going  down  there  on  this  work. 

DR.  CRAWFORD:    Well,  the  work  itself  was  certainly  challenging. 

MR.  MOREHOUSE:   Yes,  it  was.  The  fees,  well,  it  is  like  when  I  was 
retired  and  I  was  asked  by  an  engineering  firm  to  do  some 
work  on  some  of  their  reports;  and  when  the  work  was  done  by 
this  engineering  firm  for  private  agencies  I  carried  one  fee 
schedule  for  consulting  time.  When  I  was  asked  to  consult  with 
a  Federal  government  agency  like  the  Atomic  Energy  Commission 
or  the  Federal  Power  Commission  I  used  a  lesser  figure. 

DR.  CRAWFORD:    Did  you  have  any  concept  at  this  time  that  TVA  would 
soon  have  another  whole  series  of  dams  and  steam  plants? 

MR.  MOREHOUSE:   That  early  report  of  the  so  called  Unified  Development 
of  the  River  laid  out  a  number  of  potential  hydro-electric 
plants.   I  had  no  clear  idea  until  after  the  war  when  I  had 
learned  that  the  Oak  Ridge  National  Laboratories  were  being 
included  in  the  TVA  territory  to  make  use  of  the  power  that 
TVA  had  built,  as  I  am  told,  the  Watts  Bar  steam  plant  then 
to  be  able  to  handle  the  war  load  of  the  Atomic  Energy  work. 
That  is  when  they  got  started  on  the  steam  plants.  And  then, 
of  course,  that  raised  quite  a  constitutional  hassle  with  the 
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MR.  MOREHOUSE:    Electric  Utility  boys  who  claimed  that  the  TVA  Act 

(Cont'd.) 

didn't  authorize  the  building  of  steam  plants — only  hydro- 
electric plants.  Well,  of  course,  they  had  some  litigation 
about  it.   I  don't  remember  how  it  all  came  out:  after  the 
war  TVA  became  able  to  supply  the  growing  demands  for  power 
in  the  Valley  and  became  primarily  a  steam  generating  system 
rather  than  a  hydroelectric  generating  system. 

DR.  CRAWFORD:    And  I  believe  it  is  changing  or  will  be  changing  to 
nuclear  power  if  necessary. 

MR.  MOREHOUSE:   They  will  be  changing  to  nuclear  power,  yes, 

DR.  CRAWFORD:    Well,  of  course,  that  was  not  anticipated  at  that  time. 

MR.  MOREHOUSE:   That  was  not  anticipated  back  in  the  middle  '30' s. 

DR.  CRAWFORD:    What  sort  of  expansion  of  power  needs  did  you  foresee, 
or  did  you  address  yourself  to  that? 


MR.  MOREHOUSE:    I  wasn't  categorically  involved  in  that.   I  had  no 
participation  that  I  can  recall  in  the  Manager  of  Power's 
determination  of  forecasting  loads  and  capacities.   I  know 
that  when  they  have  to  go  to  Congress  in  order  to  satisfy  the 
Budget  Bureau  and  the  Congressional  Committies  on  their  budget 
appropriations  why  they  have  to  go  through  quite  a  bit  of 
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Mr.  MOREHOUSE:   figure  work  in  order  to  be  able  to  justify  their  needs 
(Cont'd.) 

for  the  money. 


DR.  CRAWFORD:    And,  of  course,  they  must  have  certain  deadlines  to 
get  it  prepared — to  get  it  up  there. 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    Did  you  look  into  the  rate  structures  of  TVA  competitors 
in  the  area  such  as  Commonwealth  and  Southern? 

MR.  MOREHOUSE:   Yes. 

DR.  CRAWFORD:    How  did  you  think  they  measured  on  Franklin  Roosevelt's 
yardstick? 

MR.  MOREHOUSE:   Well,  I  never  throughly  agreed  with  Dave  Lilienthal 

that  the  TVA  retail  rates  were  a  yardstick  for  what  the  rates 
for  privately  owned  utilities  should  be.   In  the  first  place 
TVA  had  no  security  structure  to  support.  Even  the  remaining 
plants  built  after  the  initial  plants  of  the  unifying  develop- 
ment river  concept,  were  built  pretty  largely  out  of  appropriated 
funds.   And  the  way  I  thought  about  it  this  was  taxpayer's 
money  and  therefore  was  similiar  to  equity  money  in  the  privately 
owned  utility. 
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DR.  CRAWFORD:    Well,  would  you  have  suggested  a  repayment  plan  for 
the  appropriated  money? 

MR.  MOREHOUSE:   Oh,  yes.   I  felt  that  they  should  repay  it.   I  thought 
that  was  implicit  in  the  original  act. 

DR.  CRAWFORD:    Did  your  Valuation  Committee  Report  finish  your  re- 
quested consultations  with  TVA  Board  and/or  Staff? 

MR.  MOREHOUSE:   No.  There  were  at  least  three  other  requests  that  I 

remember  during  the  period  from  1938  to  1945.   In  addition  to 
the  early  (1933-34)  advising  on  TVA  wholesale  and  retail  power 
rates,  staff  organization  and  functioning,  accounting,  and  basic 
policies  in  organizing  to  acquire  and  serve  power  markets  in 
the  TVA  Service  Area,  and  later  (1935-37)  in  valuing  acquired 
properties  for  accounting  and  costing  purposes,  I  was  asked  to 
consult  with  TVA  Staff  with  respect  to  the  following  matters, 
at  various  times  in  the  years  from  the  late  1930' s  through  1944: 

One:  Review  of  Tennessee  Public  Service  Company  (TPS) 
Annual  PSC  reports  and  company  internal  reports,  including 
discussion  with  TPS  officials,  looking  to  the  determination 
by  TVA  of  a  fair  and  reasonable  acquisition  price  and  division 
of  the  Company's  properties  and  service  areas  among  existing 
or  potential  distribution  agencies,  municipalities  or  cooperatives, 
which  by  then  had  become  basic  TVA  policies  and  patterns  in 
organizing  the  distribution  of  electricity  to  ultimate  users. 
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MR.  MOREHOUSE:   Two:  Determination  of  the  most  feasible  allocation  of 
(Cont'd.) 

properties  and  customers  of  the  Tennessee  Electric  Power  Company 

(TEP)  upon  acquisition  by  TVA,  among  municipalities  and  co- 
operatives. This  work  was  done  in  cooperation  with  Professor 
Glaeser  of  Wisconsin,  on  leave  of  absence  from  the  University, 
to  serve  as  a  full-time  consultant  to  TVA,  as  well  as  with  the 
Manager  of  Power  (the  late  Julius  A.  "Cap"  Krug)  and  several 
of  his  staff. 

Three:  Review  of  original  TVA  rates,  especially  street 
lighting  and  municipal  service  rates,  with  design  of  several 
rate  schedules  for  future  revisions  to  facilitate  promotional 
reductions  of  rate  levels  of  municipals  and  cooperatives  to 
absorb  surplus  earnings  under  TVA  contracts  with  distributors. 

Four:  Review  of  Professor  Glaeser' s  recommended  TVA 
Report  on  Allocations  of  Costs  of  both  acquired  and  constructed 
properties  to  the  several  multiple  use  programs  of  TVA,  as  re- 
quired by  the  TVA  Statute.  This  was  a  follow-up  of  the 
Valuation  Committee's  Report  on  acquired  properties,  finished 
in  1937,  and  implemented  after  that  year.  This  Cost  Allocation 
Report  was  desgined  to  serve  as  a  model  for  the  Federal 
Government's  allocations  of  costs  qf  multiple  purpose  projects 
in  other  sections  of  the  country,  notably  in  the  Northwest  with 
respect  to  the  Bonneville  Power  Administration  of  the  Department 
of  the  Interior.  The  allocation  methods  used  followed  generally 
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MR.  MOREHOUSE:   the  Wisconsin  PSC's  methods  in  allocating  joint  costs 
(Cont'd.) 

among  classes  of  serivce. 


The  dates  of  these  several  consulting  and  advisory  as- 
signments can  be  guaged  from  the  effective  dates  of  the 
acquisition  contracts  and  the  Cost  Allocation  Report.   If 
memory  serves,  the  services  summarized  in  part  one  and  two 
were  in  the  period  1938-1940/1,  with  some  preliminaries  earlier 
in  1935-37.  The  date  of  publication  of  the  Cost  Allocation 
Report  would  be  significant  in  determining  the  years  before 
that  date  during  which  the  cost  allocation  studies  by  Professor 
Glaeser  and  the  TVA  Staff  were  carried  on,  and  in  which  I 
performed  only  a  critical  review  service. 

My  last  consultation  with  TVA  Staff  on  their  problems 
was  in  Princeton,  New  Jersey,  in  late  1944,  toward  the  end  of 
World  War  II.  At  that  time  Wessenauer  and  Seymour  came  to 
Princeton  to  obtain  my  review  and  comments  on  staff  studies 
of  distributors'  earnings  and  rates,  for  use  in  designing  post- 
war rate  schedules.   In  the  course  of  that  conference,  at  my 
home  in  Princeton,  I  recommended  that  TVA  consider  a  basic 
policy  change  with  respect  to  rates,  in  view  of  war-time  de- 
velopments and  in  recognition  of  the  fact  that  TVA' s  power 
system  had  become  the  largest  in  the  country  and  TVA  had  by 
then  acquired  an  exclusively  served  large  market  area.  The 
tenor  of  these  recommendations  apparently  did  not  meet  with 
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MR.  MOREHOUSE:   TVA  management  approval,  although  I  was  never,  to  the 
(Cont'd.) 

best  of  my  recollection,  officially  so  advised.  My  annual 

Consultant's  contract  was  not  re-submitted  to  me  at  the 

beginning  of  the  next  calendar  year. 


For  clarity  and  to  avoid  misinterpretations,  my  un- 
acceptable recommendations  require  a  little  explanation.  During 
the  War,  for  purposes  of  war-financing,  the  Federal  Electric 
Generation  Tax  and  a  War-time  Excess  Profits  Tax  were  imposed 
on  investor-owned  electric  utilities.  The  so-called  "Public 
Power  Lobby"  succeeded  in  securing  exemptions  of  government- 
owned  (or  cooperatively-owned)  electric  power  enterprises  from 
the  electric  generation  tax  and  hence  their  customers  were  re- 
lieved from  having  the  tax  passed  on  to  them  in  their  rates  for 
service.  These  two  taxes  widened  the  gap  between  costs  of 
service  supplied  by  investor-owned  electric  utilities  and  that 
supplied  by  government-owned  (or  cooperatively-owned)  utilities. 
As  a  result  the  investor-owned  utility  lobby  began  stridently 
working  to  have  government-owned  (or  cooperatively-owned)  electric 
supply  agencies  taxed  the  same  as  investor-owned  utilities. 
This  activity  made  it  increasingly  difficult  for  TVA,  in 
hearings  before  Appropriations  Committees,  to  secure  funds  for 
needed  capital  expenditures  and  expansion  to  supply  the  increased 
power  use  demands,  with  war  restrictions  on  appliance  sales 
removed,  and  maintain  the  high  levels  of  usage  then  attained 
under  TVA's  highly  promotional  retail  rates  and  favorable 
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MR.  MOREHOUSE:   capital  structure. 
(Cont'd.) 


My  recommendation,  which  was  frowned  upon  by  both 
Wessenauer  and  Seymour,  was  that  the  TVA  Board  consider  chang- 
ing its  initial  rate-making  policy  and  cost-accounting  for 
rate-making  purposes  so  as  to  include  in  expenses  a  Federal 
Tax  Equivalent  (as  with  state  utility  taxes  on  acquired  property), 
and  make  payment,  or  tender  payment  thereof,  to  the  Federal 
Treasury.  This  would  give  the  Appropriations  Committees  a 
source  of  new  capital  funds  that  could  be  appropriated  to  the 
TVA  without  burdening  taxpayers  outside  the  TVA  area.  This, 
I  felt,  might  minimize  or  stop  the  attacks  on  TVA  by  the 
investor-owned  segment  of  the  industry  (who  fear  the  expansion 
of  competitive  TVA  rates  outside  the  TVA  service  area)  and  fnaka- 
the  TVA's  fund  procurement  activities  easier  and  simpler,  as 
well  as  forestalling  the  day  when  Congress  would  turn  off  the 
"appropriated  funds  spigot"  for  capital  additions,  then  requiring 
TVA  to  self-finance  its  additional  new  capital  requirements. 
My  program  also,  I  felt,  would  justify  TVA  in  retaining  plant 
depreciation  reservations  for  use  in  financing  new  plant  additions, 
just  as  investor-owned  utilities  did.  The  TVA  self-financing 
and  service-area  limitation  end-result  happened  a  few  years 
later. 

As  stated,  this  program  recommended  for  consideration 
in  the  post-war  period  involved  too  drastic  a  change,  I  presume, 
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MR.  MOREHOUSE:   from  the  original  basis  for  rate-making  under  the  TVA 
(Cont'd.) 

"experimental"  statute  for  the  TVA  Board,  as  then  constituted, 

to  accept  voluntarily. 


DR.  CRAWFORD:    Did  you  feel  that  private  power  companies'  rates  in  the 
area  were  high  even  with  that  reservation? 

MR.  MOREHOUSE:   Yes,  they  were.  We  had  in  Madison,  Wisconsin,  a 

privately  owned  utility  and  we  in  the  Commission  were  able  to 
persuade  the  management  of  that  company  to  establish  residen- 
tial rates,  because  of  the  favorable  community  load  conditions 
that  existed,  that  were  only  slightly  above  TVA  basic  retail 
rates.  But  that  was  unusual.  Most  of  the  companies  in  the 
South  and  the  TVA  area  before  they  were  acquired  were  area 
type  companies  and  they  operated  on  averages  rather  than  on 
a  small  community  setup. 

Besides  I  was  a  personal  friend  of  Frank  Newton  who  was 
the  rate  expert  with  the  Commonwealth  and  Southern  system.   In 
fact  I  got  some  of  my  notions  about  objective  rates  from 
reports  that  Frank  Newton  made  to  his  management  and  used  those 
in  the  development  of  the  program — the  depression  program  in 
Wisconsin. 

DR.  CRAWFORD:    Then  you  were  familiar  with  the  Commonwealth  and  Southern 
system  before  you  went  to  the  Valley? 
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MR.  MOREHOUSE:   Well,  a  little  bit  but  not  in  detail.   I  had  met 

Wilkie  and  I  had  met  some  of  the  people  in  charge  of  man- 
agement in  New  York,  like  Frank  Newton,  the  rate  man. 


THIS  IS  INTERVIEW  NUMBER  FOUR  WITH  MR.  EDWARD  W.  MOREHOUSE  OF 
LITTLETON,  NEW  HAMPSHIRE.   JULY  31,  1971.   RECORDING  SPEED 
1  7/8  INCHES  PER  SECOND.   ORAL  HISTORY  OF  THE  TENNESSEE  VALLEY 
AUTHORITY  PROJECT.  THE  INTERVIEW  IS  BY  DR.  CHARLES  CRAWFORD. 
THE  INTERVIEW  IS  IN  MR.  MOREHOUSE'S  CAR  BETWEEN  LITTLETON  AND 
THE  LEBANON,  NEW  HAMPSHIRE,  AIRPORT. 


DR.  CRAWFORD:    Mr.  Morehouse,  let's  try  to  get  our  time  sequence 
of  things  together.  The  last  thing  we  discussed  in  de- 
tail, I  believe,  was  your  work  as  consultant  for  the 
Tennessee  Valley  Authority  in  connection  with  the  eval- 
uation of  Wilson  Dam.  Would  you  start  with  the  comple- 
tion of  that  task  and  then  outline  your  subsequent  contact 
with  TVA? 

MR.  MOREHOUSE:   Well,  the  evaluation  report  of  Wilson  Dam  and  the 
Sheffield  steam  plant  was  filed  on  March  10,  1937.   It  was 
signed  by  all  members  of  the  evaluating  committee  which  had 
been  appointed  by  the  TVA  board.  These  members  consisted 
of  James  C.  Bonbright,  Chairman,  of  Columbia  University; 
Martin  G.  Glaeser,  of  the  University  of  Wisconsin,  and  E. 
W.  Morehouse,  at  that  time  Director  of  Rates  and  Research 
Division  of  the  Public  Service  Commission  of  Wisconsin.   In 


MR.  MOREHOUSE:   the  working  out  of  the  evaluation  we  had  the  able 
(Cont'd.) 

assistance  of  a  task  group  of  appraisal  engineers  headed 

by  Lawrence  Chandler  on  the  TVA  staff.  On  the  steam  plant 
evaluation  at  Sheffield  we  had  a  task  force  headed  by  E.  J. 
Muir.   In  addition,  because  the  evaluation  committee  recom- 
mended that  the  report  cover  an  estimate  of  the  replacement 
cost  of  a  substitute  plant,  we  also  had  the  assistance  of 
three  consulting  engineers  consisting  of  Harry  Barker,  of 
Barker  and  Wheeler  of  New  York  City;  Horace  S.  Hunt  of 
Fargo  Engineering  Company,  Jackson,  Michigan;  and  George  P. 
Steinmentz,  Public  Service  Commission  of  Wisconsin  Engineer- 
ing Department.  These  consulting  engineers  reviewed  both  the 
inventory  and  estimate  of  appraisal  cost  new  of  the  identical 
structure.  A  different  group  of  engineers  (G.  E.  Ackerman, 
J.  L.  Savage,  W.  F.  Uitl)  reviewed  the  estimated  reproduction 
cost  of  a  substitute  plant  reflecting  on  modern  design  and 
available  equipment  in  the  period  of  July  1,  1933-on. 

The  evaluation  committee  headed  by  Professor  Bonbright 
had  two  issues  on  which  they  disagreed  in  part  although  all 
three  members  of  the  evaluation  committee  signed  the  majority 
report.  Those  two  issues  were  workmen's  compensation 
insurance  cost  and  interest  during  construction.  Professor 
Bonbright  filed  a  supplemental  statement  which  is  added  to 
the  evaluation  committee  report  as  Appendix  V  and  in  it  he 
discussed  the  reasons  why  he  disagreed  on  these  two  cost 


MR.  MOREHOUSE:   estimates.   In  the  allowance  for  workmen's  compensa- 
(Cont'd.) 

tion  Professor  Bonbright  took  the  position  that  since  there 

was  no  invoice  to  the  TVA  from  the  Federal  agency  that  carried 

on  incurred  this  cost,  therefore  such  cost  should  not  be 

included  in  the  cost  of  the  plant.  With  reference  to  interest 

during  construction  the  position  taken  by  Professor  Bonbright 

was  that  since  the  actual  funds  were  supplied  by  appropriations 

of  tax  revenues  there  was  no  warrant  for  including  an 

allowance  for  interest  during  construction  for  the  period 

starting  with  July  1,  1933. 

There  were,  however,  estimates  of  both  these  disputed 
items  in  the  evaluation  committee  report  so  that  the  TVA 
board,  as  they  evaluated  the  committee  report,  could  accept 
either  Professor  Bonbright' s  position  or  the  full  committee's 
position,  which  was  that  the  item  should  be  included  at 
least  for  book  value  purposes  or  as  a  base  for  cost  com- 
parisons. The  cost  comparison  basis  was  included  because 
the  TVA  act  definitely  anticipated  that  the  cost  of  operation 
of  the  TVA  project  in  supplying  power  to  its  contractors 
would  be  based  upon  the  cost  of  construction  actually  being 
experienced  at  that  time  by  TVA  in  the  building  of  Norris 
Dam  (called  Cove  Creek  Dam  at  that  time)  and  Joe  Wheeler  Dam, 
upstream  from  the  Wilson  Dam.  Norris  Dam  was  a  storage  dam 
and  General  Joe  Wheeler  was  a  run-of-the-river-main  stream 
plant. 


DR.  CRAWFORD:    Do  you  know  if  the  TVA  board  ever  gave  serious 

consideration  to  accepting  the  minority  report  of  Professor 
Bonbright? 

MR.  MOREHOUSE:   I  do  not  know  because  I  made  no  check  as  to  what  the 
bookkeeping  or  accounting  department  of  the  TVA  finally  used 
as  the  figures  for  the  book  value.  We  were  not  asked  as  an 
evaluation  committee  to  follow  through  on  what  the  TVA  board 
did  with  our  recommended  figures.  Therefore,  I  cannot  say 
whether  or  not  the  TVA  actually  booked  the  workmen's  com- 
pensation or  the  interest  during  construction  in  their  books 
of  account.  However,  the  committee  majority  felt  that  since 
these  were  normal  costs  of  construction  for  any  power  supply- 
ing agnecy,  whether  or  not  owned  by  the  Federal  government, 
the  items  should  be  included  as  items  of  cost  in  the  estimates 
of  replacement  costs  of  both  the  identical  plant  and  the  sub- 
stitute plant.  The  replacement  cost  of  the  substitute  plant 
was  obviously  used  to  have  an  estimate  of  the  amount  of 
obsolescence  or  economic  depreciation  that  had  taken  place 
in  the  Wilson  Dam  acquired  structures  from  the  date  of  the 
actual  construction  to  the  date  of  acquisition  by  the  Tennessee 
Valley  Authority. 

DR.  CRAWFORD:    Did  you  depreciate  them  over  a  certain  period  of  time? 

MR.  MOREHOUSE:   Yes.  We  depreciated  on  the  straight-line  basis.  We 


MR.  MOREHOUSE:   also  included  some  figures  in  the  evaluation  report 
(Cont'd.) 

showing  what  the  sinking  fund  depreciation  would  be  in  case 

the  TBA  board  elected  to  use  that  method  of  accounting  for 
depreciation.  The  interest  rate  that  was  used  in  that  sink- 
ing fund  depreciation  was  the  maximum  specified  in  the  act 
that  the  TVA  would  be  permitted  to  incur  for  borrowed  capital, 
namely,  three  and  a  half  percent. 

DR.  CRAWFORD:    On  the  benefit  for  any  users,  who  might  not  be  familiar 
with  the  term,  how  would  the  sinking  fund  plan  have  been 
applied  to  TVA  structure? 

MR.  MOREHOUSE:   I  presume  that  the  sinking  fund  depreciation  would 
be  applied  by  TVA  in  the  same  way  that  the  Federal  Power 
Commission's  uniform  system  of  accounts  requires.   It  may  be 
that  the  interest  component  of  the  sinking  fund  depreciation 
would  be  recorded  in  another  account  than  the  depreciation 
provision  account,  mainly  as  an  interest  charge  against  the 
income  in  the  segment  of  the  income  statement  were  such 
costs  are  recorded. 

DR.  CRAWFORD:    Do  you  remember  how  long  a  period  of  straight-line 
depreciation  you  estimated  for  the  TVA  structures — steam 
plant,  and  hydro? 

MR.  MOREHOUSE:   No,  I  do  not  but  the  appraisal  engineers  headed  by 


MR.  MOREHOUSE:   Lawrence  Chandler  made  estimates  which  were  reviewed 
(Cont'd.) 

by  a  consulting  engineers  committee  and  we  reviewed  them  as 

the  evaluation  committee  and  found  them  to  be  within  ac- 
ceptable ranges  of  allowance  for  calculation.   In  this  regard 
we  kept  in  mind,  however,  that  these  were  second-hand 
structures  and  that  they  had  been  designed  and  built  under 
wartime  conditions  in  World  War  I. 

DR.  CRAWFORD:    You  did  take  into  account  construction  cost  differences 
between  the  war  time  period  and  the  assumed  construction 
period? 

MR.  MOREHOUSE:   Yes.  The  construction  period  used  as  the  basis  for 
this  estimate  was  the  period  from  July  1,  1933-on.   I  do  not 
remember  in  detail  the  length  of  the  construction  period  that 
was  assumed.   I  know  that  it  was  shorter  than  the  actual  con- 
struction period  because  the  actual  construction  period 
was  greatly  affected  by  intermittent  shortages  of  appropriations 
of  unds  affecting  the  Corps  of  Engineers'  operations  in  the 
actual  building  of  the  plant. 

DR.  CRAWFORD:    What  follow-up  did  you  have  to  this  evaluation  study? 
Did  TVA  keep  in  contact  with  you  about  it,  or  was  the  task 
finished? 

MR.  MOREHOUSE:   We  considered  that  our  task  was  finished  by  filing 


MR.  MOREHOUSE:   the  report.  My  understanding  was  from  additional 
(Cont'd.) 

conversations  with  the  board  or  staff  that  the  report  was 

reviewed  by  the  President  as  required  by  the  TVA  act  and  the 

board's  recommendations  of  the  figure  to  be  used  on  books  of 

account  were  accepted.   I  think  you  would  have  to  go  to  the 

minutes  of  the  Board  of  Directors  meeting  in  order  to  find 

out  which  of  the  figures  actually  were  used  in  the  books  of 

account. 

DR.  CRAWFORD:    After  this  report  was  submitted  what  was  your  next 
contact  with  TVA  after  early  '37? 

MR.  MOREHOUSE:   My  next  contacts  were  just  before  World  War  II  when 
TVA  had  executed  the  contract  of  purchase  of  certain  des- 
ignated Tennessee  Electric  Power  Company,  (TEP)  properties 
and  Tennessee  Public  Service  Company  (TPS)  properties. 
This  was  in  connection  with  an  allocation  of  those  properties 
to  the  various  contractors  for  power  supply  with  the  TVA  and 
to  provide  a  basis  for  the  contractors  starting  their  book- 
keeping on  the  acquired  properties.   In  addition,  at  about 
the  same  time,  because  this  is  a  multiple  purpose  project, 
we  also  reviewed  the  report  of  Martin  G.  Glaeser  as  a  con- 
sultant on  the  preparation  of  an  allocation  of  cost  among 
the  several  multiple  purposes  of  the  Authority,  namely; 
navigation,  flood  control,  power,  and  so  forth. 


DR.  CRAWFORD:    Did  you  have  difficulty  getting  a  formula  for  the 
distribution  among  the  different  phases  of  TVA? 

MR.  MOREHOUSE:   Martin  Glaeser,  as  I  recall,  experimented  with  several 
different  approaches  to  an  allocation  formula  and  finally 
selected  one,  the  details  of  which  I  do  not  now  recall.  How- 
ever, we  did  review  the  several  basis  that  he  considered 
and  after  our  overall  review  we  agreed  with  his  recommendations, 

DR.  CRAWFORD:    Did  you  have  any  percedents  to  follow  in  making 

this  decision?  Had  such  a  decision  ever  had  to  be  made  before 
to  your  knowledge? 

MR.  MOREHOUSE:   That  I  find  difficulty  in  answering  without  checking. 
But  I  have  a  suspicion  that  there  had  been  some  precedents 
in  certain  Department  of  Interior  projects  which  were  designed 
and  built  for  water  supply,  navigation  and  flood  control  and 
reclamation.   I  know  of  no  other  allocation  procedure  than 
that  used  by  the  Interior  Department  in  these  several 
projects,  or  than  what  the  Wisconsin  PSC  used  in  splitting 
joint  costs  among  classes  of  service. 

DR.  CRAWFORD:    Did  you  consult  the  TVA  officials  dealing  with  the 
various  responsibilities  such  as  flood  control,  national 
defense,  navigation,  and  hydroelectric  plants? 
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MR.  MOREHOUSE:   Yes.  We  consulted  at  considerable  length  in  informal 
discussions  with  several  board  members  and  with  the  staff. 

DR.  CRAWFORD:    Did  you  have  disagreements  among  the  TVA  officials 
or  were  they  united  in  all  their  views  towards  allocation? 

MR.  MOREHOUSE:   I  believe  there  was  some  disagreement  among  the 
officials  but  I  was  not  privy  to  what  those  differences 
exactly  were  except  that  tendency  of  Commissioner  Lilienthal 
was  for  legal  Constitutional  reasons,  he  being  a  lawyer,  to 
allocate  as  much  as  possible,  as  much  as  justifiable,  to 
navigation,  defense,  and  flood  control. 

DR.  CRAWFORD:    Harcourt  Morgan's  position,  I  suppose  would  have 

emphasized  the  agricultural  aspects  if  that  were  included  in 
the  project. 

MR.  MOREHOUSE:   That's  right.  And  that  reminds  me  that  (Harcourt) 
Morgan  was  much  interested,  of  course,  in  this  fertilizer 
plant  because  in  the  early  history  of  the  board  he  was 
designated  as  the  one  responsible  for  overseeing  that  phase 
of  the  TVA's  board  outline  of  work. 

DR.  CRAWFORD:    That,  of  course,  assumed  decreasing  responsibility 
as  the  war  developed  but  at  the  time  of  this  study  the 
war  had  not  yet  started. 
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MR.  MOREHOUSE:   That's  right. 

DR.  CRAWFORD:    How  long  did  this  study  take,  and  where  did  you  work? 
Were  you  operating  from  Knoxville? 

MR.  MOREHOUSE:   Professor  Glaeser,  who  took  the  burden  of  drafting 
an  allocation  report  and  figures,  worked  primarily  on  a 
leave  of  absence  basis  with  TVA,  presumable  in  Knoxville, 
but  possibly  sometimes  in  other  parts  of  the  TVA  territory, 
namely  Chattanooga  where  power  operations  were  increasingly 
being  centered. 

DR.  CRAWFORD:    Where  were  you  at  this  time? 

MR.  MOREHOUSE:   I  was  still  with  the  Public  Service  Commission  in 

Wisconsin  and  I  only  came  down  when  requested  to  review  the 
figures  that  Professor  Glaeser  had  developed.   I  had  forgotten 
the  exact  dates  of  that  final  review  but  I  am  sure  that  the 
records  of  the  TVA,  which  I  do  not  have,  would  show  when  the 
allocation  report  was  completed  and  submitted  by  Professor 
Glaeser  and  what  the  action  of  the  board  was  on  those  recom- 
mendations. 

DR.  CRAWFORD:    Do  you  remember  exactly  what  new  properties  had  been 
acquired  by  TVA  at  that  time? 
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MR.  MOREHOUSE:   Well  the  initial  contract  with  the  Alabama  Power 

Company  provided  for  acquisition  of  properties  in  the  north- 
west corner  of  Alabama.  And  the  initial  contract  with  the 
Mississippi  Power  Company  covered  property  in  the  northeast 
corner  of  Mississippi. 

DR.  CRAWFORD:  You  didn't  have  to  inspect  the  properties  yourself 
then  did  you? 

MR.  MOREHOUSE:  No,  that  was  done  by  the  TVA  engineering  staff  and 
Mr.  Glaeser  and  Mr.  Krug,  who  at  that  time  was  the  Manager 
of  Power.  This  was  before  the  war — before  World  War  II. 

DR.  CRAWFORD:    When  did  you  first  become  acquainted  with  Mr.  Cap 
Krug — Julius  Krug? 

MR.  MOREHOUSE:   I  first  became  acquainted  with  Cap  Krug  when  I  was 

with  the  Wisconsin  Commission  and  I  hired  him  to  be  a  member 
of  the  Rates  and  Research  Department  of  the  Commission  of 
which  I  was  director.  He  was  at  that  time  employed  by  the 
Wisconsin  Telephone  Company  and  I  felt  that  we  needed  him 
on  our  staff  to  deal  with  telephone  rate  making. 

DR.  CRAWFORD:    Thank  you,  Mr.  Morehouse. 
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